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A 3TUDY WAS MADE OF RETRAINING FROGRAMS IN FOUR LABOR
MARKETS IN CONNECTICUT, UNDER BOTH THE AREA REDEVELOFMENT ACT
AND STATE SFONSORSHIF. THE FURFOSE WAS TO CETERMINE THE ;
BENEFITS AND COSTS 7O WORKERS, THE GOVERNMENT, AND THE : 5
ECONCMY. THE STATE HAD FIONEERED SUCH FROGRAMS SO A SAMFLE i
: CCULD BE STUBIEC OF THOSE WHO HAD LONG WORK-HISTORIES AFTER '
‘ RETRAINING. THE TRAINEES WERE DIVIDET iINTO SIX GROUFS—--THOSE i
‘ i WHO COMFLETED THE COURSE WITH AND WITHOUT EMPLCYHENT, THOSE
: WHO WITHCREW WITH AND WITHOUT EMFLOYMENT, AND THOSE WHO
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" GROUFS WERE TRAINEES WHO, WITHOUT EMFLOYMENT, CCHMFLETED THE
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1T WAS FELT THAT THE BENEFICIAL EFFECTS OF THE RETRAINING
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. CHAPTER I

AN INTRODUCTION TO THE PROBLEM AND THE SIUDY

The Problem

Slmost everyone who is concerned with economic problems -~
members of the Executive Branch, the Congress, and economists --
views the persistence of unemployment rates in excess of five per
cent of the civilian labor force over a period of six years as a
major economic issue. Such high unemployment seems paradoxical since
it has coincided with the existence of attractive job openings, as an
inspection of the classified advertisements in any newspaper will
show. It appears that the skill requirements for the occupations
with job openings serve as effective barriers to labor force mob-
ility and that the failure of the unemployed and underemployed to

move into these vacancies is attributable to their lack of required

gkills.

Legrislation
To remedy this situation, several states incorporated pro-

3rams'for”tetisin1ng the unémployed into the framework of their
unemployment inaurance programs. However, until the Area Redevel-
opmcnt Act (A. R A.) was enacted on.Mmy 1, 1961, there was no

fhderal program*wtth retraining provisiona apecifically desiz

1. Public Law 87 - 27.
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to provide the unsmployed with skills required in the labor market.

This Act provided funds for retraining up to 25,000 unemployed and

undereuployed werkers in areas of''substantial and persistent uneni-

nl

ployment. Retraining allowances equal to the average unemployment

insurance benefit in each state were authorized for pericis lasting
up tc sixteen weeks. Basically, the Area Redevelopment Act retrain-
ing provisions served as the pilot project for federal retraining.

& much more comprehensive federal retraining program followed

the A.. R. A. in 1962. The Manpower Deve10pmeﬁt ind Training Act of

1962 ZH(H.D;T.A.) originally envisionad retraining 400,000 unemployed
a;; undereﬁpioyed workers over a three-yesar period. No limitations
were imposed on the areas in which retraining could take place, as
'was the case under the A. R. A. Workers could be ratrained in areas
with relatively low levels of unemployment as well as in the deproicsed
areas. In addition, the maximum duration for the payment of retrain-
ing allowances was increased to a full year. Provisiqhs were also

included which allowed the financing of on~-the~-job retraiaing as

well as institutional retraining.

1. "Areas of substantial and persistent unemployment" are de-
fined by the Bureau of Employment Security, U.S. Department of Labor,
as areas in which "1. Unemployment is now 6 percent or more of the
work force, discounting seasonal or temporary factors. 2. The annual
average unemployment rate in the area has been: (a) At least 50
percent above the national average for 3 of the preceding 4 calendar
years; or (c) At least 100 percent above the n«:ional average for
1 of the:preceding two calendar years."” U.S. , Bureau of Employment
Security, Area Labox Market Trenus August 1963, p. 46.

2. Public Law 87 =~ 415.
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The H.neT.Aa .W&S. expanded further by amendments enacted on

e ;,,«. L3 .:f"

: -1 :
£ December 19 1963. If the worker needed training "for-attain-

[

(GRS
SARD

IV

3 . ment of baszc educaticnal skilla" 'in_order to enter: vocational

- - - s - e

retraining, thc ameﬁdments provided for up tc-ZO weeks of addi-'
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tional retraining allowances. Also, the allowances the worker
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.

~eould receivc were- raised as was the amount of part-time employment
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he could undertake without reducing his allowance. inally, the
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amendments increased from 5- percent to 25 percent the -proportion
of the total allowances which could be paid to workers under 22

years of age.

The Purggse of the Studz

The purpcse.of this study is to weigh the benefits and costs

-

of the retraining programs to determine if retraining is a sound

-

’ investment for the individual worker, the government, and the economy.
e . 5.
D The analysis aust be limited to the economic variables, which alone

Sk

are quantifiable; the psﬁchological and sociological variables in-
4. . . AT o, .. . 3 - 7
volved in retraining will not be dealt with here.2 Thus, the ob-

jectives bé this study are:

1. Public 1aw 88-214.

2. It aay be angued that by limiting itself to eccnomic
criteria, the study gives a false sense of accuracy while it ignores
. many inpcrtant factors. . .Such-criticism may.be. valid.: However, since
the noneeconomicvvariablea .can- not .be. measured objectively, as can
the ‘economic v&riabies,Meachwindividual.can attach -a-different sat of
\raluea to thea. Therefore, this: studz,aeeks -to determine accurately
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The datermindfion of the-etonomic benefits- derived
. from retraining by the indivxdual wcreer, the govern-
mént, &nd“theé econsmy. .

2.° The determination’éf:the- economic costs of retraining
- to the individudl worker, to the goverament,:and to the
economy, ‘and- an evaluation of the- efficiency of the M.D,
T.A program and of possibse alternatgve programs.
3. The comparison of these economic benefits and costs to
’ - “determifie- the value-of retraining as an investment oppor-
tunity for the individual worker, for the government and
for the economy.

‘4. The evaluation of alternatives to the present orgeniza-
'tion and sponsorshio of the retraining program.

The Method of the Study

The Sample. The foundation of this study is a comparison

of_the experience of workers upon the completion o% retraihing
with their expected experience had they oot participated in re-‘
training. A sample of 373 workers, 312 men and 61 women,l were
contacted.2 All of these workers wera actually involved in re-
training programs in Connecticut.

The sample was selected from workers involved in Connecticut‘s

retraining programs because, in addition to the fortunate circumstance

the economic value of retraining and the weighting of the variables
is left to the reader, who can then determine if retraining is a
sound progran by using his own weights plus the economic values
found hece. g

. ~ra : -

I. ﬁuly the employment date on the men -in- the sample were
ugéd for most of ‘the cdlculations-of thiec’ gtudy because of ‘an
-unusual ‘distributicn of thé womer “fn: the sample by ‘training status.
Xor-avdiacuasion of‘tﬁis ‘sed Appendix D.

2. The ;ampleﬂcomposition-and the criteria used in select~

ing the sample -are discussed in Appendix B.
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.of-the: author's Tesidence,. this.state hes ploneered in the area of

-retraining.-.Connecticut was one of the first states in the country
sto.offer: ;publicly.supported. classes specifically designed to retrain
unenmployed: workers: Prior to-any. federal program the Stste Departments
of-Labor and:.Education, -at the direction of Fh%thY?F“O§: prourded
funds and sponsorship to initiate courses:under t?e_stetg!s ynegploy-
ment insurance program. The experience gained from the state-sponsor-
ed courses allowed the Gonnecticut towns of Ansonia, Bristol and’
Danielson-to be among the first in th° country to qualify for retrain-

'.1n;wfunds under the Area Redevelopment Act. Upou the passage "of the
H.D.T.A., Connecticut requested federal assistance for its state-
supported courses and proposed additional courses for the retraining
progrcm. Connecticut however, did not wait for the federal funds
to be appropriated before instituting its new courses, as did most
other states, In July 1962, the expanded program was put into effect
under ststeiauspices. As a result of this early start, Connecticut
had placed more graduates of M.D.T.A. courses than had any other

Cstate.l

,iﬁese'pioneering efforts by Conrecticut in the field of

| retrsininé pernitted the selection of a sample of workers whose

post:retrggninp,employment records cover a sufficiently long period

to allow:uEaninéful and siénificsnt comparisons of the effects of

retraining. To estimate the effects of retraining, the cample was

e
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“ﬁgclwﬂwv s. Buxeau~o£,ﬁnp1qyment Security, "Employnent Service
Spurs .‘tofi Placemants of M.D.T.A, Trainees,” The Labor Market énd
sloyment Security, August 1963 1963 (thhington, D.C.: U. S. Govern=

ment Printing Office, 1963), page 51,
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selectéd o intlude rétrainees and mon-retrainees who are comparable
in all respects éxcept for the retraining. This allowed comparisons
of thé'éipiéyiéﬁt'records of the‘retrainges with tﬁoée of‘;hé workers
:ﬁhs did not complete the rgtraining.cdurse, so that any differencés.

in.iﬁcéﬁe, uﬁémbloymant,'or unemployment benefits could be assumed to

refleét the effects of the retraining.

-~

System of Classification. Almost all of the previous studies of re-
trginingldivided the workers into three groups: 1)the workers who
-successfully completed the retraining course, 2) workers who entered
the :etraining course but withdrew before the course w;s completed,
and 3) workers who qualified to enter the retraining course by
passing the aptitude tests and meeting all other entrance require-
ments, but who chose not to enter. The three groups of workers were
then compared, the latter two serving as the contfol groups. This
trivariate classification system has two distinct advantages. FPirst,

‘the categories are clear-cut. Second, use of the categories does

not require any fnformation that cannot be taken from class registers

or State Employment Service records for the retraining courses, so
the workers themselves need not be contacted. . But the advantages of
the threef&l@ classification system are offset by the limitations

of thgvimplicit assumption that each category is homogeneous in

- P

1. See for examples- "Part 1, The New England Experience
Retraining the Unemployed,” New England Buginess Review,. August
1962, Federal Reserve Bank of B Boston, pp. 1-4; aad U. S., Office of
thpouer, Auﬁuultioﬁ tnd*Tri%uing. T%linlgg fbr J&ba 1n Redevelog-

nant Araa:o el BT :
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compo‘bi-tibm -~In actpality, auch homogeneity-does not exist. There
are two distinct groups of workers in.each of the three categories,
- with ‘the.rasulc that ._<aggteg§tion;1e,ads to the loss of relevant infoz-
matione:. ool T - e |

- ::More ‘specifically, .among the workers who 'do not enter a retrain-
ing -courge after meeting the requirements for the toursé, some refuse
ratraining because they have found employment in occupations which
do not .require "hem to be.retrained. Similarly, somz of the workers
whp withdraw from retraining before completing the course have found
employment 1n other occupations thap those taught. ’ By definiticen,
these workers-reject retraining in favor of another type of employment
whic.il tf,fers them a greater expected net economic advantage. To be
-sure, some of them may miscalulate the relative optortunities of

retraining and of the other type of employment g

However, their
average eniployment experience can be exp/ected to be better than that
of -the workers who have not been bfferé«{ pq"siti’oﬁs with greater
potential net. economi.c advantages. This latter group of workers
1nc1udes both tha workers who comz;lete retrai.ning, and the workers
who do not have an, offer of -employment when they withdraw from or

refuse ratraininz. Thus,; only ‘those workers uho withdraw from

1. A degtee of uncertainty was involved in retrafning especially
for the workcr& in Bridgeport: and Ansonia where:there was no guarantee
of placement even on the successful completion:of.the.retraining
course. (See Appendix A) Also some of the workers may have been
forced by -the:£inancial constraints -of low retraining allowances
and’ lack of capittlptd take jobs. which offered.them.a greater income
at the:itime;- although: in ‘thelong. Tun retraining wopld have yielded
greater advantages, lbmer:«; .such. cases -in- the .sample are relatively
few.
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of-tefusé retraining £or reasons other than employment are fully
coaparable with theé réetriinees.

Even -the retrainees are not a hd:ios_zne‘ous group. Some& who
complete retraining are not placed in positions that require the skills

learsed during retraining. Thus retraining aids them only indirectly

4in fiﬁdiug:eﬁployuﬁt; and their experience is not substantially changed
by retraining. Therefore, tlie experience of this particular group
should not be used to illustrate the benefits of retraining. Ratiier,
they can serve as & control group, whose members are compared with the

retrainees who make use of the skills acquired during retraining.

In view of the lack of homogeneity in the standard trivariate

VPV ¥ el W A

)

classification system, the following 3ix categories will be usged:

LS LT AP oK %

1. Workers Wko Utilized Retraining: Those workers who, as a
) consequence of having taken the retraining course,
_ were placed in jobs which utilized skills learned
i in the retraining course.

2. Yorkers Who Completed but did not Utilize Retraining:
T Those workers who cpnpletad retraining, but were placed
in jobs utilizing skills other than those taught in
the retraining course, or were placed in jobs utilizing
skills taught' in the retraining course, but were not
placed a8 a-consequence of having learned new skills.

i L.

3. Workers Who Withdrew fronm Retraining for Eaployment: Those
workers who entered but did not complete the retraining
course becaise they found employmeént for which zetrain-
‘ing was unnecessary,

4. Workers Who Withdrew from Retraining Without Employment:
g Tli‘ﬁﬂ“ﬁdtkau ‘who 1 :entered-but -did not complete the
retraining course for rcuam other than an offer of

AN LA L MAROC AMSINSTRR L A

emplcrynont. v
“ . - s, workcu Who ieiuldd htrainﬁ_:g gg_g ‘Employment: Thosa

R T “MOFKa¥ES. who: ‘qualifiad“for;, ‘but=did-not ‘enter the
W oo vetfktning covrse: bucauw%hiy found enpzoyncnt fo:
B whtcﬁ retu!.ning"iaé not ‘necessary. :
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6. Workers Who Refused Retraining: Without Employment: .Those
== workers who did iict snter the retraining course for reasons

other: thin-an 6£fer 6f esployment.

Gontrol __g_z_xgl_. '!.'he conttol 3roupa choun for this study ave the
uorken uhu cmhted retui.ning But did not utilize the skills '
cmgbt in the cmsru, the workera wbo withdrew from retnining with=
out eaploy-ent, mé the vorkera who refused retrsining without employ-
ment. Differencn in dmguphic chancterutics,l motivatior:, and
abili:y pre\vent any ‘of these groups from being full.y comparable with
the group of wotke:n who uti..izad the ra:rainiag The effects of the
differences in dmgraphic characteristics on the employment records .
of the four groups are treated in intergroup comparisons by the use
of mltiple regression techniques.z The differences in wotivation
and ability are nsnquantifiable and therefore have to de handled in
a lesi precise manner.

It may be assumed that the workers who did not enter or did not

conplete retraining without an offer of employment were not as able

or as highly motivated as were the workers who completed retraining.

 Given this assumed mferior ability and mtivat:lon, the expscted

L4

enployment and earni.ngs of thes’e workers would have been less than

1. ‘I’heae characteristics include age, edusation, labor force
attachment and: participation,.and previous. training, income, unenxploy-
mnt, and unemployment benefits. See Appendix D.

2. "Por a dt.scusaion of the ﬁuli:iple regression moéels, see
Appendix E.. ,
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the exprctcd upioyunt and- earaings of the workers who utilized
retreinins even if the latter group had not participated in the retrain-
ins grogral. Therefbre, compariaons of the employment records of the
workers uho utilized‘retraining with the records of the workers
who withdtew fton or refused retteining without an cffer of employ-
aent are aseuned to overstate the cffects of retraining.

Zn contrast, comparisons of the records of the workers who
utilized :etrain ing and the records of the wcrkers who completed

bat did pot utilize t£hie couru» materials are aesumed to understate

the effects of retraining for- two reasons. First, some workers who

*iniched tetrnining did mot utilize it because they found oz were
celled back ¢o more attractive jubs than those offered by the retrain-
ing occupations. These were presumbl.y the most able and highly
motivated of the retrainees, ané they should be expected to have better
records than retrainees who were not offered such positions. |
Second, the workers who completed but did not utilize retraining

vere eided indirectly by completing the course, because the State
Enployaent Service gnve special attention to placing retrained workers.
Furtheruore, the occunetional,mnbility and motivation demonetrated .

by the workers in patticipating innretraining encouraged employers

. to hiro retreineea for non'retraininsnrelated occupations. Thus,

the 1ncane and dnployment of untkete completing the course but not
ntilizing their recently acquited nkillc are aasumed to have been
raiaed above what they would have. been without the retraining.\

L the absence of retraining, therefore, the expected employment
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recordiedfﬁthe.retrzineeSbwhoﬁuttlized skills learned in the

course uould lie somewhere in the range betwsen the actual employ~

» .é‘w:&é R

mant records of the less able and motivated uorkera wbo refused or
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withdrew: f,_roin“ retraining .wit_:hout employment, and the employment
recorda of‘the more able or motivated workera who completed but

did not utilize the retraining. AThe expected earnings and employment
of the retraining-utilizing workers would fall within this range but
exactly where cannot be ascertained. However, to form a conservative
estimate of theAbenefita of retraining, the expected values for the
2= workers- who utilized retrainrng were set close to the obeerved'vélues

gk = of the workers who completed but did not utilize the retrainihS--

An Outline of the Study ‘
The next chapter will be devoted to determining the benefits t
fQ of retraining to the individual worker. This will require two
sets of calculations based on the data gathered from the sample:
the benefits derived by the workers who utilize the retraining skills,
and the probability that a worker w111 utilize the retraining. The :
regearch queotions in the second chapter will be' :
1. Do the employment records of the retrained workers f
who utilized retrainimg show significant gross improve- :

ments when comipared with the employment records of the £
control groups? _ , i

ol 2y - Are. there factors which reduce che gross 1mprovement
in. income? :

3. uh;t~io;thehexpeetedgguration of these benefits?

. . . Vo - e X - .z




- 4. To what axtent would the worker have enjoyed these
bppgfits had he not been retrained?

5. What time horizon does the worker use to calculate
"'the“béﬁefits?

6. What is the probability that a given worker will use
. the tralning° )

7. What are the expected benefits of retraining for an
- .average worker, based on the experience of the workers
in the saemple? -

Chapter Three will investigate the benefits of retraining
accruing to'the government and the total economy. Whereas the retrain-
ing may aid¢ uthe individual workers who participate in the program,
there wiil be no aggregate gain if 6ther waorkers are displa&ed.by the
retrained workers. Therefore, this chapter will concern itself with
the net effects of retraining. The inquiry involves also & discussion
of the relationship between the aggregate benefits of retraining aud
the state of the economy. The rezearch questions of Chapter Three
will be:

1. Have the retrained workers displaced other workers
or have they inducdd other reduztions im production
or employment which might offset the benefits found
in the preceding chapter?

2. What effects does the existence of less: than full
. employment have on the aggregate benefits?

3. What is the expected duration of the aggregate Senefits?

_ 4. What are the expecied benafits to the government per
o7 workér who enters retraining, based cn the experience
of the workers in the sample?

’ 5: - What are the expected benefits to the total esonomy
per worker who enters retraining, based on the expérience
of tha workers in the sampie? ol
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g 6. What‘are the expected effects of the 1963 M.D.T.A.

T 7T améndifents? ; )

7. 1Is there an alternative to these ‘mendments?

The fourth chapter will'diseuss the costs of retraining to the

indtvidual worker, the government, and the economy, The costs to the

individual under the federally-sponsored retraining program are only

the opportunity cost of income lost du;ing retraining and the cost of
transportation; hence that analysis will be quite brief., The treat-
ment of the actual retraining costs borne by the government wilz be
much- more:complex ard will include the.costs of the present and ‘aménded
M.D.T.A. programs as. well as an alternative program developed in the
third chaptér. The research questions will be:

" 1. -What are-the approximate costs of retraining to the
workers basad on the experience of the sampled workers?

2. What are the average govermment costs par worker who
enters 'retraining, based on the experience of the workers

in the‘sample?

3. What will be the effect of the M.D.T.A. amendments
on these costs?

-4, What are the average costs per worker who enters
retraining to the total economy, based on the
experience of thec workérs in the sample?

5. What would be the effect of the alternative proposal
on the aggrezate costs?

The f£ifth chapter will compare the benefits and costs of retrain-
ing to eaeh of the parties involved. Benefit-cost ratios will be deter-

mined for the individual worker, the government, and the total economy.

The research questions will be:




1. Do the bznefits, when weighed. against the costs, justify
the retraining program as an investment for the individ~
ual?

2. Do the benefits, when uuighed against the costs, justify
the rettaining program as an investment for the govern-
ment?” o

R A AR e Lo

3+ Do:the benefits, when weighed against the costs, -justify .
the retraining program as an investment for the total
economy? : _

4. -Bow would the benefit-cost ratios change if the alter-
native proposal were adopted?

B

The. sixth chapter will discuss the possibility of alternative
.. sponsors: for the retraining program: Sponsorship by the private
.8ector or by the individual. The economic justification for & govern-
ment program will be presented here. The research questions will be:
1, Should the retraining program be removed from
the auspices of the government and delegated
to the individual or to the private sector?
Z., What effect would such an action have on the
number and composition of the workers who are
retrained?
" The final chapter will summarize the findings of the

preceding chapters and make recommendations arising out of these

findings -for improvements in the rqératning program.

.
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. . -THE BENEFITS OF RETRAINiNG'FOR THE INDIVIDUAL WORKEZR

gﬁg Gross Benefits gg'Retrainigg,for the Worker
Who Utiiizes Retraining

The benefits of retraining for the individual consist of any

increase in his disposable income and any decrease in his unemployment

which may result £rom retraining. The existence of such benefits for
the workers in the samples was found by using multiple re~ression
techniques to. compare the employment records of the workers who utilized
retraining witﬁ the employment rescords of the control groups. Adequate
information was available on the post-retraining experience of the men
in the sampie for approximately one year after the completion of the

course to which they were assigned or would have been assigned if they

3
S

had entered a course. The multipié'régression techniques pérﬁitted
account to be taken of any demographic differences between the two
groups.2 The result of using these techniques is the determination

of the average éross improvement in wage income ana unemployment

accruing to the workerz who utilized retraining.

~oh

1. There were too few women in some of the control groups to
permit an accurate analysis of any benefits they might have gained
from retraining. -

: .:'2; ‘For a'diécussion of the mulﬁiple regression models see
.Appendix E. ~ ‘
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Increnied Wage Income. There car be nio doubt that retraining
aigﬁificiﬂély'aidéﬁ-those workers who‘ﬁtilized.the skills they had |
learned in the courses. Their earnings were signific;ntly higher than
the eaxniﬁés of each of the control gro;ps, as is gseen in Tables I
and II, below.

Tﬁo measures were used to ascertain the earned wage income of

the sample. The first measure was the average income per week that

the-uorker was in the labor force, as computed by multiplying the gross
'j o hourly wage rate by tke reported average number of hours worked, for
. each week the worker was in the labor force from the end of the retrain-
ing period to the date of the iuterview.l All data were obtained by
interviews with workers. By linear multiple regression techniques
'_"E that take account of the different demographic characteristics of the
; . 3 retraiuees‘and the control gtoups,2 the workers who utilized retrain-
?{‘ ing were found to average $7.44 more §6r each week in the labor force
B than did the workers who completed but did not utilize the recraining{
L $8.83 more per week than the workers who raefused retraining with

;, employment, and $15.06 mevre per wveek than the workers who withdrew

| ' . from retraining without employment.3
| .

™ N

-

i. HNo allowance was male for days lost occasionally due to %ll-
ness or Jays lost due to strikes because these were not a function

of the occupation: Time lost due to the nature of the job, such as
launchings at the submarine works or seasondal layoffs in constzuction,
was- included iv zhe calculations.

2, The fegraseién modeis are discussed in Appendix E. These
caleulations were based on Regresgion Model One.

. 3« The sverage computad izncome per week in the labor force of
the vorksrs vho refusad rvetraining for employment was $4.03 greater
than thez of the workews who utilizad the retraining. Tha average
fer the workezs who withidps from vetraining for employment was $10.96
fzenteor, - Baither «f these coafficients was statistically significant.
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"TABLE I-

Wwe AMount by Which the Average Computed Wage Income per Week in the
Labor Force of the Workers Utilizing Retraining Exceeded the Average

" Computed Wage Income per: Week in the Labor Forco. of Each of the

Control Groups for the Men in the Sample: Coeffiicients of Partial
Regredsion, Standard Errors, dnd Student "t" Values.? .

Coefficients of Partial
Regression giving the Average
Amourit by which the Computed
Wage Income cf Workers

CONTROL GROUP Utilizing Retraining Exceeded STaNDARD STUDENT
that of the Contrsl Groups ERROR rerb
Completed but did not $7.44 5.25 1.418

‘utilize retraining

Withdraw without : 15.66 6.01 2.504
exployment

Refused without 8.82 6.19 1.425
empioyment )

a. These calculations are based on Regression Model One (See
appendix E). The effect of additional independent variables was
determined for each control group by subtracting the psrtial regression
coefficients of Regression Model Three from those of Regression Model
Four. The impact of the additional variables was to increase the
weekly differential by $1.18 for the workers who completed but did
not utilize retraining, and $2.85 for the workers who refused retrain-
ing without employment. The differential for the workers who with-
drew from rétraining without employment was decreased by $.23.

b. Assuming that the sample is & random sample, if the Student
ue" yalue exceeds 1.645 this indicates that of 100 samples taken
from the eample population at least 95 will have greater mesn valueg
for the workers who utilized the retraining than for the given control

group.
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The second measure c¢f earned income of the workers in the
" | * . sample was their ﬁuaiterly earnings as-repofted'by their employers
to the Unemployment Insurance Diviéion of therconnecticut Department

of Labor. These data covering four quarters dﬁring 1962 ahd.19631

‘ who utilized retraining skills exceeded by $424.40 the average income

|

: . indicate that the average total earnings for the year of the workers
of the workers who completed the retraining but did not utilize it.z
The avarage yearly earnings of the workers who utilized retraining

exceeded that of the other two groups by even greater amounts: $1,032.85

more thau the earnings of workers who refused retraining without employ-

ment, and $1,175.70 more thaa the earnings of workers who withdrew from

S T

zetraining without employmant.3

March 31, 1963. Data beycnd the first quarter of 1963 were not avail-
able when the information was collected, and data for pericds before

the second quarter of 1962 would have included earnings of some of .
the workers before they had completed retraining. ]

2. Differences in the average computed earnings ger week in
the labor force and the earnings reported by employers may arise from
any of the following considerations: the change in the size of the
subsampie used for Regression Models One and Two; gaps in the
unenplovment insurance data for part-time jobs which were reported in
. the. interview but were not covered ty the unemployment insurance
) program; incorrect reporting by the interviewzes of their wages,
hours, or overtime rates; slightly different time periods for the
two sets of data; or the fact that the computed figures are per waek
jn the laboy force, the reported figures include time not in the labor

force.

‘ . 3
1. The specific quarters were those between April 1, 1962 and ;
\
|

3, The average earnings for the eutire four quarters of the
workers who utilized retraining was $3.41 greater than the average
of the workers whe refused retraining without employment ang $10.03
greater than the average of the workers who withdrew from retraining

without employment,
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TABLE IT

.z ‘ . - '}

Ihe.Anount‘by Which the*Awetage Quarterly Earnings, as Reporged by the
Unenplowment Securigy Division, Cbnnecticut Department of Labor, of

(T fond

of Each of the cont:ol Gtoups ‘for the Men in the Sample, by Quarters‘

-goefficients of Partial Regression, Standard Errors, and :Studemt "'t"

Values.
Coefficients of Partial
Regression Giviung the
Average: Amount by Which
the Quarterly Earnings
] of Workerz Utilizing
CORTROL Retraining Exceeded that STANDARD STUDENT
GROUP QUARTER of the Control Groups ERROR S 4
. Completed  2nd 1962 $ 61,07 84,77 0.720
but did not .
;' Utilize 3rd 1962 156.30 90.48 1.727
) Retraining '
4th 1962 77.90 92.98 0.839
1st 1963 129.13 150.80 0.856
| Total § 424,40
" Withdrew 2nd 1962 $ 283.63 96.57 3.131
Without : : :
- Knmployment 3zd 1962 352.55 96.66 3.647
4th 1962 216,02 99,23 - 2.177
1 1st 1963 323.50 i6l.11 2.008
| ‘Total $1,175.70
- Refused - dngd 1962 . . 314.33 103.51 - 3.037
- Without PG P . L
.,Empisymeac ,;:3:449&2 ' 206,59 - . 110.48 1.870
.. 4811962 . 205.04 - 113,41 1.808
L ié_n 1963 . . . 306.89 - 18413 - 1,667
i ape-ooBotel uiic $1 o;z.as LT
i -7 5 ”f R : Z - RS H e
i ay «?&3:#»gni;u}a&icnsﬁaze~based ogﬁneg:ggg;onﬁﬁodel Tuo» (See
,ﬁ@gﬁ/ gg;igg,J&ywmﬁﬁ@ct%ofxaddizzonnl independént variables was: deter-
wined for each ¢ontrol group by subtuctiug the partial regression. co-
. efﬁfﬁi@;ﬁm 94’ W&mi«m Msdel Thru f£rom those of Regression Model Pour.
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The above £igures, t:hin, indicate that retraining increxsed the

annual earnings of the vﬁtkers who utilized the skills by an amount

v - ungtng Jfron 3400 to $1200 a year. 'rhc actutl bnnefit probably 18

clolet to*tbc Ieucr value, since, as mcntioned’earliar, moat -0f the |

vorkcra'vho did ot -enter or complete. thc course- nult not have been

i
as highly motivated or as able as the retrainees On this basis it %

will be assumed that the ‘average added income the worker received by

retraining and making use of the skills learned approximated $500 per

year.

Reduced Unemployment. The greater earnings of the workers who

utilized the retraining were attributable more to lower unemployment

than to higher wage rates. The average wage rates of the four groups

vere asproximitely the same, $2.00 an houro1 As table III indicates,

the unemploymant of the workers who utilized retraining, however, was

considér&bly less than the unemploiment 6f the control groubs. Based

on data given in the interviews, the workers who utilized retraining

were unemployed 4.6 per cent of the time that they were in the labor

force in the periocd from the end of the retraining to the interview,

the workers who did not utilize the retraining were unemployed 14.1 per

cent of the time, the workers who withdrew without employment were

The impact of the additional variavles was to increise the total differ-
- eatial for ths four quarters by $31.87 for the workers who completed but
) - did not utilize retraiaing, and by $257.89 for the workers who refused
. B . retraining without employment. The differential for the workers who with-
- - drew from:vetraining: vithout enployment was decreased by $41.43. :
i 1. The avarage hoiurly wage rates as reported in the integview,
ks . for the vorkerd who utilized the retraining, isete. $1:78 at the time
-ﬂ of the tirat,plluemnne‘attcr retraining, $1.93 six months_afteér rg-

4 . tratning, &nd- 32.01xonc 7edr: after-retraining. The ‘average.hourly
f 2 ungm:gtcuﬁibﬁmthcquhit'groupi &£ thess three times were $1.88, $1.97,
- -and $1.97, for the: workers uho did not vtilize retraining; $1.67, $1.81, |
4nd:$213 fotatht »go?kgﬂf uithdrmt from’ tetraining wichout enploy-
maats -and-$15 81. $2f0lw~and‘$2;0§ .ot tbe‘uurkeri uho refuucd retraintng
~ e withoat*ﬁﬂ S = : :
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TABLE i

The ‘Amount:-in Percentage Point:s, by Which the Avergge Rate of Enploynent
" While in the Labor Porce, from the End of Retraining Until the Date of
. the Intewieu,ﬁ .of the Workers Utilizing.Retraining Exceeded the, Average
Rate of Employment of Bach of the Control Groups for the Men in the
Sample: - <Coefficients -of Partial Regrassion, Standard Brrors, and

Student "tY Vah_xes

Coefficients of Partial . .

Regression Giving -the .

Average Number of Per~-

centage points by Which

The Rate of Employment

of Workexrs Utilizing ] e

Retraining Exceeded that STANDARD STUDENT

" CONTROL GROUIP nf the Control Groups ERROR B

Completed but did not
Utilize the Retraining 9.469 ' 3.147 3.009

Withdrew Without , :
Employment : 12.484 3.603 3.465

Refused Without
Empioymen_t ' 12.305 ‘ 3.710 3.586

2. These calculetions are based on Regression Model One. The
effect of additional independent variables was determined for each
control group by subtracting the partial tegression coefficients
of Regression Model Three from those of Regression Model Four,

The impact of the additional variables was to increase the differ-
ential in the employment rates by. 280 percentage points for the
workers who .completed but did not utilize retraining -and .,934
percentage ‘points for the workers who: refused retraining without
émployment. The differentisl was decreased by .464 percentage
pointg for the wotkara who. withdraw f.rou rattnining vi:hout: employ~
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i ineapioyed 17 E per-

- petrataing without ‘employme

who vtilized kis retraining increased his wage income by $500 a

R I
PEEI %t eea
LS arelers

centof the time, -and the.workers who refused

: 7.9 per &ent..of the

nt. were unempisyed
- - ¥ cEddd TP ges [ T :‘}-r\: R

pie. - Tir TosPaining increaned the employme nt: «of the workers-who

.made use of it by approximazely 10 per cent.
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Pactors that Reduca-the :Gross Benefifs of Retraining
for the Worker Whe .jtilizZed Retrainimg -

The previous section revealed that; on the average, the individual

year and :tédﬁced his annual a.meﬁployment by approximately five weeks.
These are not the benefits of retraining actually received by the
worker, however. First, the increased wagze income may be offset by
increased taxes &and decr;aased uncmployment benefits se that the
worker's disposable income does not rise by the fuil $500. Second,
some of the workers might have been placed in the same occupations
evern if they had not been rettained.z In these r;:ases the increased

income and decreased unemployment cannot be ascribed in any part to

the retraining. Third, the benefits of retraining described in the

- 1. The unemployment rates were calculated by adding the average
differential between the contzol groups and the workers who utilized
retraining to thé average unemployment rate for the latter groups

2. Tlie problems -involved in detérmining ‘wliether the workers
would be retmained by privats programs if no govermment retraining
program existed will not be discussed here. This ‘section of the
-essay will deel with the net effects of any program of retraining .
regardless of its sponsor. The relative merits of governmental
and private retrainiug programs will be discussed in Chapter VI.
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preceding section weve those for the first year following the workers'

; r‘f‘"rﬁ[ ng‘rmwfmﬂnfﬂ

conplej:i‘éﬁ of ﬁthe coureaa. *rhese. Same beneﬁt& may not continue for

..- Aas

IR _the ~te:uin&er of th; indivi;dual' ﬁuo:kins life, in. pnticular, the

Ve

worker .may move to another occupation where he does not make use of

the skills 1eamed in the retraining course. Finally, since che benefits

of retraining will accrue to the worker over time, these benafits must be

discounted by some measure of the worker's time preference to find their

present value to him., Also- the time horizon of the worker must be deter-

mined to find how far into the"future he. cglcﬁlaaes the benefits of re-

“training. These four factors will aow ba examined.

* Reductions in Disposable Income (Increased Taxes). Part of the

additional income which results from retraining must be paid by the worker

" for personal income taxes. The amount of the tax depends on the worker's

total family income and the number of exemptions he claims for dependents.

The average wage income earned by the sampled workers who utilized the

retraining was $4,358.70 for the year following the completion of the

retraining course. For a single worker with no dependents (approximately

53 pef cent of the workers in the sample would fall in this categery) the

tax rate on the increment in incomz due to :etra{ning would probably be

‘20 per c‘entl for his taxable income would most likely fall between $2000

and '$4000., For a :urri.ed worker filing a joint return with his wife,

- ¢he tax rate would probably be be;wegn 15 and 17 per ce_nt: depending on

the number of dependent exemptions claimed énd the éxtenﬁ t:o‘ which the

1. The income tax rates used in this study are those which will go
into effect in Janudry 1965. Commerce Clearing House Ins., Standard
Pederal '.l‘ax Raurter 1964 Vol. 7, Ne. 16-121, Par. 6151, pp. 71,002~
71"0090




- TABLE IV

The. Amsunt by Which the Average Government Unomployment Benefit :
Received Bach Week by Each of the Control Groups Exceeded the '
Averdge Government ‘Unesiployment:Bensfit Received Rach Week by the
Workets Utilizing Retraining: Coefficients of Partial Regression,
 Standard Erfors, and Student "t" Values® .

Coefficient of Partial

Regression Giving the

Avarage Amount by Which .

the Government Unemployment

Benefits Received by: the

Control Groups Exceed that
CONTROL of the Workers Utilizing STANDARD STUDENT
GROUP Retraianing, per Week ERROR e

Completed
But Did Not

Utilize
Retraining $1.16 0.876 1.328

Withdrew
Without
Employment $3.25 1.004 3.247

Refused Without : .
Employment £2.65 1.033 2.570

a. These calculations are based on Regression Model One. The
effect of additional independent variables was determined for each
control group by subtracting the partial regression coefficients of
Regréssion ‘Model Three-from those of Regression Model Four. The impact
of the additional variabies was to decreasa the waekly differential by
4,23 for the ‘workers who-completed -but did not utilize the retraining
and by $.17 for the workers who refused retraining without employment.

- phe-differentidl was itcreased:-by $.06 for the workers who withdrew from
vetraining without employmeat. '
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-wife worked. . Thus, the average tax rate for the workers in the sample éé
~on the $500 increment in income would be approximately 18 per cent. é?
However, when the standard 10 per'cent reduction is taken the 2ffective g%
tax rate on the added income falls to approximately 16.2 per cent. ??
In addition to the inc?eased personei income tax that the ?

_ worker must pay on the added ihcome, he must also make aﬁ increased ;
contribution for 0ld Age Survivors and Dependents Insurance. The present ;

rate is 3.625 per cent on income up to $4800, in 1966 the rate will
rise to 4.125 per cent and in 1968 to 4.625 per cent. When the Social
Security tax is added to the increased personal income texes, it is
found that the worker's additional income due to retraining is reduced
by approximately 20 per cent to $400.

Reductions in Disposabl: Income (Reduced Government Unemglozggnt‘
Benéfitsz. As would be expected, the 10 per cent reduction in
unémployment resulting from retfaining led to significant re&uctions
ina the unemployment benefits received b§ workers who utilized the Z
reéraining.l The average weekly benefits received by workers whe

compleéed but did not use the retraining was $1.16 higher than

that received by the workers who utilized retraining. Similarly,

the workers whp_:efuaed retraining without employment received $2.65

more per week, and the workers who withdrew from retraining without

employment received $3,26 more per week, than did the workers utilizing

retraining. Thus, the federal, state, and local governments paid -

~ .approximately $100 a year less to the workers utilizing retraining

o

. 3% = " ey

than these workers would. have received in the abserce of the.

%
i ol TVLE S e sd

: fﬁ§%§£;u§ioyment beéefits céhsidéied.iﬁcludédg unenmployment

dre - oml
A
110

- compansation,.-specisl veterans. beneilts; food stamps, -aid to dependent

s

children, and relief.
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i . . tetraining program. As a result, the increment in disposable income

| -* - of the.average worker who utilized retraining is reduced by ancther

] -~ $100 per year,

-

'3

The Occugatian s of the Retrainees in the Absence of Retraining.
Hhen inte*viewed’ 7 per cent of.the workers who were placed in jobs %

m&king uaerof the skills taught in the retraining courses claimed that

am

they would have been placed in the same or similar jobs even if they

had not taken the course. They were probably correct in their claim

I

because 19 per cent of the workers in the sample who withdrew from

retraining or refused retraining weée subsequently placad in jobs which

used skills taught in the retraining courses. Assdmins that the retrainees
would have had the s:me experience had they too not cowpleted the course,
19 éer cent of them would have achieved approximately the same increase

in income and reduction in unemployment as they achieved after they com-
pleted the course. This will not reduce the gross benefits found here,
however, for the control.groups include the workers who were placed in
retraining-related jobs. Consequently the gross benefit has already

been reduced to account for them.

Occupational Mobility out of Retraining-Related Occupations.

Because anw individual enioys for ocne vear increased income and reduced

unemployment as a result of retraining, as was true of the workers who
utilized retraining, it is a mistake to assume that tha worker wiil con-

;inueltoiénjoy these benefits for the remeinder of his working iife. an

extremely important: limitation on the duration of retraining's benefits

ia the occupational mobilicy of the rcstainaes to non-xctrnimins-rcln:ed

jobs. Iuency-four per: cent of tho workers in the aample ‘who " uere
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originally placed in ratraining-related occupations luft them within
ene year after completing the retr;ining course. The moves of one
fourth of these workers were to occupaiions which made use of some

- aspect of the retraining; still, 18 pef cent of the workers piaced
in zetraining-related occupations left for unrelated employment in the

twelve months following their graduation. If’this rate of mobility is

projected five years aitet graduation, only 37 per cent of the workers
who initially utilized the re%r§ining would still be uszsing it, and ten
years after gradu#tion only 14 per cent would still be utilizing skills
learned in the course.

Such éhprojection doubtlessiy leads to an overestimation of the
future movement out of the retraining occupations. Other studies
nave shown that workers who dislike or are ill-suited to an occupation
will leave it during the first several years. Reynolds found that the
pxopensity'to move "i3 slight after three years and negligible after o
ten vears of work in the same plant."l Statistics on job tenure indicate
that approﬁimatgly 50 per cent of operatives have held the same job for
more than five years, and 33 per cent for more than ten years.2 Finally,
Jaffe and Carleton estimated that one fifth of the workers who begin
their workihg lives as operatives spend their entire working lives in

this occupational categéry.3

1, Lloyd G. Reynolds, The Structure of Labor Markets (New York:
Harper & Brothers, 1951), page 21.

-

2., U.S., Bureau of Labor Statistics, "Job Tenure of American
Werkers, Januvary 1963," Monthly Labor Review, by Harvey R. Hamel,
vo}»o 86, No. 10 (cctOber 1963), 1145"520

3. A. J. Jaffe and R. O. Carleton, Occupational Mobility fa the
United State3 1930G-1960 (New York: King's Crowm Press, 1954), page 56.
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Coneaquently, & moze censervative projection of ocespation
movement from the retraining occupations than that presented above will
alsd be used. The 18 per cent rate will be adopted for thd first three
years, and for the follcwing years it will be aszsumed that any movemant
out of the retraining cccupation will be offset by workers who return
to that occupation.1 Thie uze of a high and & low ecatimate Is admittedly
crude. BoweVE?,‘no bstter projsction tochrnique presents itself. Also,

in making any duch type of forecast one must assume ceteris paribus,

which Increases th= probabllity that.a single prediction will be inaccurate,

Discount for Time Preferzence. The benefits that the worker receives
from retraining accrue to him over a number of years. However, the
decision to enter or not enter the retraining coursze is a questien
of the present. Thus, the present value of the benefits of retraining
must be determined; the benefits must be discounted by the worker's
rate of time preference. |

It is impossible %o calculate an average rate Af time preferemce
for the workers in the sample. Therefore, twc possible measures of time
preference are used as dfscounte. The first discount rate is 5 per cemt,
the approximate return the worker rveceives um his savings. The second
discount rate is 15 per cent, the approxzimate interest rate the worker
would have to pay to bhorrow the discounted valus of the increass in income
which results #from zetraining. It 1s assumed that th2 actual average
rate of time preference fof the sampled workers is within the raange be-

tveen these two pyates.

1, Even during the first vear following retraining, soma of the
workers first left the retraining ccsupations and then re-entered it.
This was especiélly the case with the younger workers, who entered tha
armad forces ¢r raoturned to school aZter complating the soursa.
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“Tha problem of time preference zlsc fncludes the question of how
long into thes future the workers will take aceount of the benefits
of retraining. It is doubtful that any workers who enter retraining
czleculate the resulting benefits for wore than fen years. The workers
realize that ss tims passes the assuzption of ceteris paribus becomes
weaker, and few would wish to predict their empeccted earnings with and
without retraining for any extended peried. OUonsequeatly, the ten year

gime horizon is used in this study.

The Net Benefits for the Worker Who Utilizes Retraining

The gross benefits of retraining for the average worker in the
sample who utilized it were found to be reduced annual unemployment of
five weeks and increased annual wage income of $500. It was also found,
however, that approzimately $100 or 20 per cent of the increment in
income had to be paid by the worker in increased personal income and
Sociai Seeurity tazes. In addition, the worker's disposable income
was veduced by another $100 because the reducticn in his annual unemploy-
ment reduced the unsmployment benefits that he could receive. Thunr, the
worker who utilized his retraining increased his disposable income by
only $300.

Purther, not all the benefits that these workers received could
be attributed to the retraizing. Approxtmaieiy—ié per é;nt of the workersz
wou1¢ have received the same benefits even had they mot enterea the

retraising course. CLonsequently, the average annual benefit which can

- P

ERc

be ascribed io rezraining shoulé be reduced by 19 per cent.
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" ‘Similarly, over time the retrainees wers found to leave the

retraining occupations. When this was done, any ' improvement in the

workez's employment record could not be attributed to rztraining.

a 4s a_résult, the average expected benefite of retraining decrezsed
avar tzmé as the probability decreased that a wotker would continue
%' . to use the skille learned in the couxze. The occupaticzal mobiiity
from the retraining occupatrons was found to be 18 per cenmt in the
first year after the workers in the gample completed the retraining.

For the purposes of this study it will be assumed that the same raiz

A e S SR B R —a = w

prevails betwsen a comstant i8 per cent for all y:ars considered and

an 18 per cent rate for the first three years with no movement in

; f succeeding years.

- § Finslly, since the berefits of retralaing accrue £o the worker

? gver a nurder of years, the benefits muet be digcounted by the

S worker's tize prefezrenca. Two Tates were adopted, 5 per cemt and

15 per cent, with the assumption that the actual average rate of

cime prefevence for the workers in the sample would be belween these
two vaiues. The period of the discount will be the tea years following

the worker®s completion of the ratraining eouzse.
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The Probability ZThat a Worker Whe Eanters 2 Betraizing
Couzrse Will Benafit from the Retrainiag

. N
MY

The analysis to this point has indicated that retraining led
ﬂf to substansial improvements in zhe employment records of the wozkers
sl =
whe utilized skilils they had learned in the retraining courses. However,

not all of the workers who entered the retraining couvses madz uge of
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‘the ecuzse noterisls. Only 67 par cent of the men in the sample

%ho enterad ths courass mzda uss of skills learned in their work.

The rest of the workars either withdrew from the courses (20.3 par
cént).pt ﬁpen gradustion from the course found a job which did not
reqﬁiré the rstraining (13.0 per cent).l Thus the aversge worker

in thé sample who antered the retraining coursa had oniy & .67 ﬁroba-

" bility of deriving the benefits of retraining. In addition, ceitain

AN o L AN W S AN

groups of vorkers had distinctly lower probabilities of geriving the

benefits, as can bs ssen in Table V.

i

The proportion of workers who were over twenty-nine when
they entered the retraining courses and who utilized retraining
skills was 21 percentsgs peints below that of youths under twenty,

and 1€ percentage points below that of workers under thirty. This

lower utilization rate was primarily attributable to the many older
workers who completed retraining but then took jobs which did not £
make use of rstraining skills. Of the workers cver thirty who

enterad the courses, 25.5 per cent tcok non-retraining-relsted jobs

after graduatiorn, while the corresponding proportion of workers

undezwthirty wag only 13.1 per cent.2

SIARY

53

1. Approzimately the same proportion of entrants to all M.D.T.A.
progreas did not utilize the retraining: in fiscal 19563, 22 per cent
of ‘the snirsnts did not complete the course and 13 per cent of the
graduases were placed in mon-retraining-related employment.

2. Two emplanations may be advanced for the lower rate of place-
ment in retraining-related occupations of the older workers. First,
-the demand for older workerc is not as great.. Many companies place
-hiring restrictions-on ths number cf mentover forty. Second, older
-workers wili not &céept’ jobs which offer low wage rates because they
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Similar results were found for the sampled workers who had
less than average educational attainment. Wheress 66.4 per cent of
the workers who had high school diplomas whea they entered the course
utilized the acquired egkills, only 54.5 per cent of the workers with
dess than ten y2ars of education utilized their retraining.

Finally, the long-term unemployed did not have as high a place-
ment rate as did the workers who were employed when they took the
aptitude tests or the workers who had been unemployed less than one
quarter prior to the buginning of the course. Of the latter two groups,

79 per ceat and 70 per cent, respectively, utilized the retraining,

. while 58 per cent of those unemployed for more than one quarter

and 56 per cent of those unemployed for more than twenty-six weeks

made use of the re:rain:lng.1 Thus, the older, less educated, or

ke

are accustomed to higher incomes earned in the past and they generally
must bear greacter family responsibilities. Since the retraining courses
studied only prepared the workers to become learners in an occupation,
the starting wages aftar retraining were often lower than those the
workers had earned previously. This led the men to seek jobs that
offered higher starting wages or to wait for former jobs to reopen.

This may have been economically irrational, since the workers often

did not take iunto account the reduced unemployment, greater overtime,
and improved chances for advancement in the retraining occupations.

1. Similar results have been reported for the entire M.D.T.A.
program. Bureau of Employment Security, The Labor Market, August
1963, ppe 1.=6. .

in. addition to age, education, and length of unemployment,
twaenty other variableg which conceivably were determinants of training
stitus were examined. A chi-aquare test was used to determine whether
chuy were independent. At the .05 level, thirteen were found to be
significantly correlated with training status. These variables were:
the subject matter of the course; the labor market area in which the
wovker resided; and the worker's employment status at the time of the
aptitude test; his eligibility to receive government aid during
retraining and the amount he was eligible to receive; and, for the
twelve months precading the retraining, the amount of unemployment

A3 AT RS E AN R o= ¢
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5; e lsng-sinme unamployed wWirker would, on the average, have a lowes T g -
73 L probabitity of wtilizing and benefiting from the Tetzaining than %

- /S visuld ‘othier workets who ;éﬁ"t'etéa‘«=éﬁé_fetfain’_1ngﬁ¢buzsas oo e W
{v:‘: s : P I S .t z RcH ';‘ - A l '
.. 2 $he Bepecsed Benefits of Retraiaing for a Morker
i ¥ho Eatexs 2 aacra'hx J i:ourse. o
f% i Tﬁa=pzesane*valué af*tﬁe~exprcted bensfits of zetraining t6 the
.?f tndividual vorker wha encezs a reur&tnéng course are caleuleted on
5% the basie of the followiag'mmaelq~' )
0 [0 o - @mey] [e,] [1-p]
IBPV = ' s . — . -
{1ep)t -
. ' d
- where: EBPV is the presant value of the expected banefita of
vetraining zo the iadividual,
! , :
2 t is the time pericd, in years, since the completiep ?
of the retraining course.

AY 12 the change in carned wage income, which zesults
from baing vetrained, of the workers who utilize
the getraiainga ‘ ;

T is the copbineé tax rate of the personal income and
and Socisl Security taxres on tha increment in imcome.

benefite recesived and the smgouns of incomz carned. The time period
between the apnitude zest ané the end of the rvetraining course,
geographic, non-military meves betwsan 183k and 1S6d, wrade unisn
membership during the worker's iast fuli-time job prior to vezraining,
and the preseace of other members of zhe Femily eatning income during
the period of retraining, previous institutional training lasting for
at least three months, and Connecticut Stste Zmploymont Sezviee iabor
force attachment category wevre algo examined. Discuszion sf Rhess
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is the change .in government unsmployment benefits
received by the workers who utilize retraiaing.

is ¢he probsbility that & worker who enrolle in a
retraining course will ucilize skills learned in
that course,

is the probability that a worker who utilized the
skills learped in the retraining wil: leave the
retrainiag occupation in & given year.

e
u
(X

)

Aeig V)
PR |

18 the individual's rate of time preferenca.

BANUgs o e

!
;&

The values for the variables on the right hand side of the
* equation have bzen found in the @receﬂing gsections of this chapter:

the worker'’s time hori-.on (t) was assumed to be ten years; the average

Yook gyr3e

iﬁciﬁa&e\iﬁ\the annuzl wage income of the workers in the sample (AY)

wag $500; thesépmbined personil income tax ang Social Security tax
- '\ - ) .
rates on the increase in income (T) was approximately 20 per cent;

\
\

'&.
e

the decrease {n average unemployment benefits rsceived by the workers
in the sample (AUNC) was $100; the average probability that a worker

in the sample ¥ho entered the retréiniug courses would utilize the

A AL R
7 RN LA
4 Y s T

_ sourse materlal (Pu) wag $67; the probability that a worker would
i

S

leave the rvetraining occupation (Pl) was .09 for ¢hz first year™ and

IR

1. The assumption iz made bthat the workers left the rvetrainiug
ogccupation a3t & constant rate during the year. Given this assumption,
although 18 per cent of the workers have left by the end of the first
year, on the average they spent one~half of the year iwn the retraiuning
cccupation. Therefore, the 18 per cent of the workers can be considersd
to get one~-half of the benefits of retraining for the year and to lose
cua~half of ths benafits for the year. Thus, the probable loss is only
.09 for the first year after the retraining.
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assumed,to be eftncr .18 fbr ail-of the succeediug years or .18

"er :ba 3acan5 &nd third years and then .0 for the succeeding

years; ‘snd-the- indtviduai's'rate of time prefevence (r) was
assumed to be either S per cent or 15 per cent per year.

Becauae the last two variables mentioried have alternative

»values, four eguations musc be used to find the possible benefits

B et
- = - -

of retraining. The equatious are:

v [cs500) (.80 - (s100)] [-Gﬂ [com "82’&1]
Ipr = |
L (1+.05)

where the workers continue to leave the rezraining occupation at

the annual rate of i8 per ceant and-the workzrs' time preference
is 5 per cea:c S

' . t-1
}[(5500) ¢.80) - (s100)] [:67] [(.91) (.82) ]

(14153°¢

wherc the workers continue to lsave the retraining occupation at the
' annual rate of 18 per cent and the worker's time preference is

15 per cent.

3
T fessony 80y - cs100)] [L67] [con)] e8]
' ‘ " ’ (i+. 05)*
'i?rj@sno.)'(‘.jam‘ ~ (s100)] [67] E.gx}] (.82)2 j
/ (14:05)°" |

t=h

e EEvarep s per S R e



where the workers leave the retraining occupation at the annual
- rate of 18 per cent only- for the first three years‘after the course

and the workers! time preferenee is 5 per cent.,

X_ES”O) (.80)- -¢s100] [L67][c.on «. 82)t-1

(14.15)¢

Essoo; .80)-¢s200) 671 [C91) (.82)2]

(14.15)¢

t=b
where the wo;kers leave the rétraiding occupation at the annual
~rate of f& ﬁé; cent énly for the first three years after the course
and the éorkers' time preference is 15 per cent.

The resuits of solving these equations are presented in -
Table VI. A3 seen in the table, the average expected'ben;fit from
retraining for a worker entering the retraining course, based on
the experience of the workers in the sample, is between $433 and
$835 fur the ten years following the completion of the course,

depending on the rates of occupational mobility and time preference.
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@ CHAPTER III i
THE BENEFITS OF RETRAINING TO THE ECONOMY
AND' TO THE GOVERNMENT

The Objectives of Retraining for the Economy
and the Government

-

The aggregate objectives of the retraining programs were
indicated by Congress in the "Statement of Findings and Purpose"

of the M.D.T.A.:

R :w*’;;-g’m%:'ﬁ I el “""w ol 2”;,’*2 A gﬁ'v‘mgﬁ’"fgﬁ\“r’ "
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1. To increase the Nation's output
2. To reduce the aggregéte level of unemployment

3. To reduce the costs of unemployment and
© public assistance

4. To reduce the burdens of umemployment for specific
groups of the unemployed.

3

\

The first two objectives are the benefits for tle economy. They
also serve to delineate economic~benefits,for the governmment, in that a
rise in GNP as a result of retraining increases tax revenues and any
reduction in aggrégate unemployment reduces government expenditures for
unemployment benefits. Thus the third objective, which ié not a benefit
for the economy because it is merely a reduction in transfer payments
rather than a real cost, is a bemefit for the government.

The fourth objective is basically one of income redistribution

and is not & direct eccnomiu benefit to either the economy or the govern-

G e R TR T A VN S S i R oS s i

ment. However, an attempt to fulfill this objective will indirectly

3

affect. the economic benefits by affecting the perceatage of workers
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who are placed. This will be discussed later in this chapter, after

i "'xmf%w'

determining the economic benefits which presently exist.

Differences Between Individual and Aggregate
Benefits of Retrsining

Chapzer II described the individual's econcmic benefits for

vetraining. Under certain conditions these benefits will be the same

as those of the economy. These conditions are: a) that the retrainees
do not replace other workers in the retraining occupations, meaning that
unemplovment is merely shifted from the retrainees to other workers, but
that aggregate unemplofment is reduced; b) that there are no other
workéfs in thg‘unemployed labor force who are able and wiiling, without
entering éhr retraining courses, to fill the job openings in the retrain-
ing occupations, and who are displaced by the retrainees; c¢) that in
the absence of retraining the laber force would not adapt to the labor
shortages in the retraining occupations while the benefits still accrue
to the individual; d) that there exist no unemployed workers who will
fill the jobs left by the retrainéd workers when they enter the retrain-
ing occupations; e) that there are no secondary effects from the
increase in income which resuits from retraining; and £f) that the social
rate of time preference is equal to that of the individual,

; The following sections of this chapter will examine the conditions

'yhich existed at the time the workers in the sample were retrained.

Unfortunately, the existence or ronexistence of some of these conditions

cannot be proved conclusively. There is, however, circumstantial evidence

in each case that indicates whether or not the conditions did exist.
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Retraining for Occupations with Labor Shortages. The courses in

which the men in the sample were retrained were sponsored by the
state. However, with the exception of an A.R.A. course they have
all subsequently been continued under M.D.T.A. sponsorship. .

The Manpower Development and Training Act (Section 202[e])
states that "the Secretary [of Labor] shall determine that there is
a reasonable expectation of employment in the occupation for which the
person is to be trained." To meet this requirement of the Act, the
Connecticut State Zmployment Service had to certify that the retraining
occupations were faced with an inadequate supply of Labor before retrain-
ing could be undertaken. ZThe State Employment Service based its judgment
of the labor market on its experience over a period of time with job
orders which it had found difficult to fill, on specific requests from
employers for retrained workers, and on labor forcé questionunaires
sent to employers.1 Since the local offices constantly dealt with con-
ditions in the labor market. it is a justified assumption that they were
able to predict gith reasonable accuracy where actual job openings
existed.

The continuation of the courses during the approximately three
years since the sdmpled workers were retrained is anmother indication
that workers were not being éisplaced by the retrainees. If the State

Employment Service had misjadged the demand for labor, with the result

1. In Connecticut, employers were requested to estimate their
employment needs for key occupations for the following two years. This
was admittedly an inexact tool since it asked the businessmen to prédizt
their needs on the basis of imperfdact knswledge of the state of the
economy and the demand for their product two yeats hence. It did serve,
however; as a useful supplement for the State Employment Service, since
come of the jobs would not be normaily be listed with them.
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that regular workere ware being displaced by the retrained workers,
a feedback machanism would have informed the Employment Service of
its error, i.e., increased numbers of workers from the retraining

occupation would have &pplied for unempley=aent compensation and &id

in finding new jobs. Such an increase would have been especially evi-

&eng to the State Employment Service if the displacement had occured
in a situation where the retraining was designed to meet the needs of
a specific employer. Presumably, once the displacement came to the
attention of the State Employment Service the retraining program woulid

have been revemped or tezminated.l However, no changes have taken

place, for the courses today are very similar to those taken by the

2
workers in the sample.

As was

The Existence of an Inadequate Supply of Trained Woxkers.

shown in the previous chapter, workers who utilized the retraining
were placed in jobs which offered considerably higher earnings and lower

unemployment than the jobs that they would have taken had they not been

1. The programs, of course, could also have been terminated for
reasons other than the placement of present workers. This was the
situation in the case of the sewing machine operators course in Ansonia.
This course was terminated for two reasons. First, it attracted many
women who were interested not in employment but rather in the home
uses of the course; and second, the training period proved inadequate
to equip the women with the skills necessary to operate at the speed

required in industry.

2, With respect to the courses studied, another reasen the
retrainees did not displace other workers was that it would not be in

the employers' interest to hire the retrainees for this purpose. The
retraining courses were not highly specialized; their basic purpose
The

vas to familiarize the workers with the occupational enviromnment.
retrainess were not trainad long enough to adequately take the place
of semi-gkilled or skilled workers; mostz of them were placed as
learners or erprentices.
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retrained. If workers trained in these occupations were available
in the unemployed labor force or among the unskilled employed labor
force, it is zeasonable to assume that the job openings in these
occupations would not have been vacant for long periods. Yet, as
mentioned above, a major criterion for determining the retraining
occupations was the State Employment Service's experience that unfilled
openings in these occupations continued to exist for long periods of
time. Therefore a tréiqed labor supply must not have existed among
the unemployed or the underemployed workers at the time the workers
in the sample were retrained,1

| That there was no trained labor force is also shown by the
excellent placement record of the workers who completed the retraining
courses. If trained workers had been available, it is doubtful that
employers would have allowed their job openings to remain vacant for
the many months between the preparatory surveys for the courses and the
actual graduation of workers sufficiemtly retrained. The retrainees
would not have been able to find jobs in the occupations fo¥ which they
had been retrained if a trained labor force had been available. Yet,
84 per cent of the work?;s in the sample who completed retraining were
placed in jobs which utilized the skills taught in the course.2 in

addition, many of the remaining 16 per cent were offered such jobs but

1. Even had trained workers been among the unemployed or u-der-
employed, if there was a lack of communication between them and the
employers with job openings, the openings would have remained vacant,
even in the absence of retraining.

2. The national éberage for M.D.T.A. graduates through May 19,
1963, was 87 per cent. U. S. Burezu of Employment Security, The
Labor Market, August 1963, Table 1, p. 1.
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did not accept thém.1 Thus, there was no problem in placing the
retrainees when they wished to work in the retraining occupations.2
Labor Force Adaption. - Unfortunately, it is impossible to predict

with any authority how iong the labor shortage would nave con-

tinued in any of the occupations studied, in the absence of the retrain-

ing program. However, even with the retraining pregram, labor shortages

still exist three years after the courses were begun as is proved by
the continuation of the courses to the present time and the continued
successful placement of the graduates. Since these occupations had -
continuing labor shortages prior to the introduction of retraining,
the labor shortages have now existed for five years; therefore, ten
years would appear to be a minimum estimate of the time it would take
the labor force to adapt to labor shortages in the retraining occupa-*

tions. Since this estimate is the same as the maximum estimate of the

workers' time horizon (in Chapter Tuwo), the aggregate benefits of retrain-

ing cover the same time span as the period used to calculate the

individual's benefits of retraining.

1.. Most of the workers sought or were called back to jobs with
higher wages. A few decided on completing the course that they did
not care for the occupation.

2. Another indication that a labor shortage existed in these
accupations was the great amount of overtime work which was offered to
the retrainees: following the course, &4 per cent of the workers wio
utilized retraining worked for more than 40 hours at least three
quarters of the time they were employed. Almost all of the men were
offered some overtime work; only 7 per ceant did not work mere than
40 hours at any time between the end of retraining and the interview.
Qvertime was particularly prevalent among the workers at the Electric
Boat Company where all of the workers were encouraged to work six days
a week,
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The Existence of an Underemployed Ecorony. The extent to which
retraiaing benefits the economy deperds on how well the economy
is utilizing its labor resources. If rotraining the labor force merely
upgrades individual workers witnout affecting aggregate employment, the
effect of the éettaining is to inc:iease the G.N.P. only by the increment
in the workers' output over their expected output in the &bsence of
te:taiﬁing. However, if aggregate employment is increased by retraining,
either by placing an unemployed worker in an occupation with an inadequate
gupply of labor or by placing an employed unskilled worker.in a semi-
skilled occupation, and an unemployed worker in the newly created un-
skilled vacancy, G.N.P. will increase by the entire output of the
retrained worket.1

For the workers in the sample the latter cese appears to describe
the conditions which prevailed. Seventy per cent of the workers who
utilized the retraining were unemployed at the time that they took the
aptitude test for thec retraining courses and 7 per cent were not in
the labor force at that time. The majority of the remaining 23 per cent
of the workers who utilized retraining were ewmployed in unskilled
jobs which coulﬁ easily be filled frem among the unemployed. Thus, the
average sampled worker's gross annual contribution to G.N.P. was not
the $500 increment in wage income that he received, but $4,358,70 - -
the total value of his output. The latter amount was the gross addition

to production thg resulted from the tetraihing.

ey

1. 1 am indebted to Professor Arthur M. Okun for dringing the
distinction between these two cases to my attention.
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ggg.uﬁltigligr‘lfftctg‘ Also, since the retraining took place in

& less thén Eulijgiiplbyed-economy, the increase in production and
1ncone'undohbtedly had secondary effects which increased the benefits
of retzaining in real tevms to the ecoaomy and the government. The
selection of ehe'ulsnitude of the multiplier coefficient which shouid

be used to estimate these secondary effects is gomewhat erbitrary. To

" make a conservative estimate of the benefits of retraining a multiplier

coefficient of two will be adopted for this study; this multipiier is

usually adopted vhen no induced investment is postulated.l

The Social Rate of Tima Preference. Finally, the rate of time

preference and the cost of capital may be considerably less forx the
gevernment than for the individual. Two rates of time preference were
adopted for the individual, 5 per cent and 15 per cent, the latter
figure being the cost of capital to the individual. Eckstein estimates
that the social rate of time preference is between 3 and 5 per cent,2
and he and Krutilla estimate that the social cost of capital is approxi-

mately 5 per cent.3 Thus, a conservative discount rate for the future

benefits of retraining to the economy and the government is 5 per cent.

1. The Council of Economic Advisers estimated that the consumption

multiplier is approximately 2, and the total transfer multiplier
including induced invastment is about 3. Council of Economic Advisers,

‘Annual Report of the Council of Economic Advisers, Transmitted to the

congress, Jannaty 1964 (Washington, D. C.: U. S. Government Printing
Office, 1964), pp. 171-72.

2. Otto Bclistein, Water-Resource Development (Cambridge:
Harvard University Press, 1958), pp. 99-104.

3, J. B. Erutilla and 0. Eckstein, Multiple Purpose River
Development (Baltimoyz: The Johns Hopkins University Press, 1958),
Chapter fiva.
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Sumrery of the Differences Betweer Individual and Aggregate Benefits

of ngggig;_g The §oregoing sectione have determined that there
vas no displacemeat of other workers by the retrainees, that theré
were no other workers able and willing to enter the retraining occupations
without being retrazined, and tha: the process of labor force adjustment
to the labor shortages was so lbng that the benefits of retraiming would
accrue to the economy and to the individual for approxtmateiy the same
lenzth of time. Since these factors would cause the benefits of retraining
to the economy to be lower than those to the individual, it can be concluded
thai the aggregate benefits are not less than those of an individual
worker.

In fact, the aggregate benefits would bg considerably larger than
those of the individual, because the économy was and is operating at
less than full employment. As a result of the underutilization of labor,
the increment in real output due to retraining is the total value of
the retrained worker's production times a multiplier coefficient. This
diffeience greatly increases the aggregate benefits. Also increasing
the aggregate benefits is the lower rate at which the future aggregate
benefits of retraining are discounted. The social rate of time prefer-
ence and cost of capital are below those of the individual. 1In all
other respects the benefits tc the economy and the government would

be identical to benefits to the individual.
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The Expected Benefizs-to the Economy of Retraining . S
for Eash Workexr Who Bnulrs the Retraing_g Course |

The model uﬁad to determine the present value of the expected |

benef{ts of retraining for the economy per worker who enters a %

retraining course is:

N [ @vy] [1-2,] [?-.-]

19 -
P (14R) ¢

where: EB is tne present value of the increase in G.N.P.
PV
from retrairing per worker who enters the

retraining course.

K is the multiplier coefficient. [

AY is the average annual increment in output attributable
to each of the workers in the sample who utilized the
retraining.

R is the gocial rate of time preference,

i . and P, Py and t represent the same variables as they did
in the model for the individual worker.

1f the values of each of the variables found in the preceding

: sections of this paper are inserted into the model, two equations

zesult (because of the alternative assumptions of the rate at whéch

retrained workers leave the retraining occupations). The equations

are:

~ mz [@ ($4,358.703) [.671] c.om) .82)%1] ;

- Vol  a+.09)t
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where the retrained workers continue tc leave the retraining occupa-

tions at the annual rate of 18 per cent, and

33 [ (s4,358.70)] [.67] [c.on) (.82)t"1]
Epr =‘£—; S : &

(1+4.05)¢

+

tsl .

< '[:(2)"($a,358.7oﬂ '[~67JE(°91) (’82)2]
1a+.09)¢

- tf'& )
where the retrained workers leave the retraining occupation at the
annual rate of 18 per cent for the first three years after retraining

and then there :is no further net movement.

-

The solution of each of these equations is presented in

Table VII.

The Expected Benefits to the Government of Retraining for Each
Worker Who Enters the Retraining Course

The model used to determine the present value of the expected
benefits of retraining for the government per worker who enters a

retraining course is:

GB ° _\-.-'f E(T) (¥) (AY') 4+ (AUNC)] [PU-JE-BJ |
= (1+r'§
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TABLE VII

The Present Value of the Exbected Benefits of Retraining
to the Economy in a Less Than Fully Employed Economy, Based
on Sample Data: by Rate of Movement out of the Retraining

QOccupations
‘ Annual Benefit When the
Annual Benefit When Workers Leave the
the Workers Leave Occupations at a Rate
_ the Occupations at of 18 per cent in the

Number of a Constant Rate Pirst Three Years,
Years after cf 18 per cent Followed by no Net
Retraining ° Per Annum Movement

i "$ 5,061.91 $ 5,061.91

2 3,953.11 3,953.11

3 3,087.25 3,087.25

4 2,410.96 2,940,192

5 - 1,882.,80 2,800.12

6 1,469.42 2,666.81

7 1,148.31 2,535.84

8 896.80 2,418.98

9 700.35 2,303.74

10 546.93 2,1%24.00
Tofal for the
Ten Year Period $21,157.84 $29,965.95
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variables“there are two equations. Théy are:

The solution of each of these equations is presented in Table VIII.

;
?
L
3
;

wheére: -G3 is the present value of the expected inrrease in __
PV federal govermment receipts and decrease in

. uaempioyment payments 'ﬁhich resu;t from retra..ning ’
per worker who eatere retraining cnurse. )

el is the cest of f.unds to the govnrnment.

-

and T, R, AYH AUNC ., P S and t reptesent the same-
variabies as they did ‘in the two previous mo&els.

.
. . .

Again on substituting the previously determined values of these

. v
-

“

10

G:Bpj'v - [: 20) {2) (34 258.70) 4+ ($100)j [57] [( a1y (..82)t-1:]
(1+ 05)
t=1 ’ , ’

where the retrained workers leave the retraining occupations at the

aanual rate of 18 per cent for all years considéred, and

3‘- [¢.20) @) 54,358.70) + cs200) [67] [ccony o™ ] +

GB_ =
o (1 +.05)"
t=1
10 o )
[(.205 (2) ($4,358.70) + (5100) J[ .67 ][ C.on) ¢.82)%]
(1+.05)¢
-tz : :

. .
. . .

where the retrained wazkers lecaire the retraining occupatzons at the
annual rate of 18 per cent for the first three years followmg the

completion of rétraining and then there is no ;‘urther net mcvement.




‘The Present Yalue of the Expected Bensfits of Retraiaing
to the Governmént in a Less Than.PFuliy Empleyed Economy,
Baseas. on. Saznple Datan‘-by Rate of Movément out of the
Retraining Occupations

: : Annual Benefit When
Annual Benefits When -the Workers Leave the
the Workers Leave Qccupations at a Rate
. the Occupations at . of 18 per cent in the-
Rumber of .& Constant Rate 6f Pirst Three Years,
- Years after +18 per cent . - Pollowed by No Purther
"Retraining per Anaum = " Net Movement

$1,321.54 . $1,321.54
1,032.05 | ©1,032.05
806.G0 806.00
629.46 . 767.60
491.57 731.05
383.89 - 696,23
209.78 663.09
'.234.10 631, 54
182.61 . 601.46

16. ' 142,78 .. " 572.80

Total for the
Ten Year Pericd -$5,523.98 $7,823.37
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.:> - The: Bffects G£~REtraining‘§peeific.Group§gg§‘Wofkers
On the gggegate Benefits

P \ et ~ KSRl

The materials just presented indicate i-}mt: retraining has led .

to substant;e’ economic benefits for the economy and the government.

Tha fitst tntee congfeasionel objactivaa fbr retraining are baing

fulfilled The fourth obgectzve of retraining as presented by the
Ceng*ess is to provide the benefits ‘of ret azning to specific¢ groups
of‘the‘unemployed. Retraining is desired for workers who,suffer dis-

: . 1
proportionately high levels of unemployment (youths, Negroes, and

‘workers with less than twelves years of.education); wotkers who suffer

the longest periods of unemployment {those over forty-four years of

age), and workers who have family responsibilities.

The Workers Whe Presently Benefit from the Retraining. To

date, retzaining haés not benefited all these groups. This °
can readily be seen if the characteristics of the male workers in

the sample are compared with the gharacteristics of the male unemployed

- f‘..

1. HNegroes will not be considered in this secticn because the
number in the sample was tco small to yield significant results.

2., Hereafter these groups will be referred to as "the specified
groups' or "the specified workers.” In 1962 the unemployment rates
of - these groups nationally .were: - workers under 20 vears-of age,

13 per cent; Negroes, ll per cent; and workers over 44 years of age,
40 per cent, of those unemployed 15 wesks and over. Manpower Report
of the President and A Report on Manpower Reguirements, Resources,

" Utilization and Training by the United States Department of Labor,

tranamitted to Congress, March 1963 (6. P. G. 1963), Pables A8, AlD,
Al3, and B12, pp. 144-57. Workers with less than four years of high
school 8 per cent. -.Adapted from Denis F. Johnston,; "Educational
Attainment of Workers; March 1962," Monthly Labor Rev1ew (May 1963),
Voi. 86, Nos 5, Table 4, p. 307.
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' 1two groups. Fen over 30 yeafs of age comprised 22 8 per eent of the

'not achieve this level of educatfon.2

" and 115, pp. 103, 240, and 246 respectively. More comparisons are

e er——,

e
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labox fors e OF with, the male‘population from'which.tﬁe retrainees came.

I

Theze are v;ry signiffeant differenees £n the characte*istics of the

4 % - - -

1
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semple, which was abou? Dne third of their proportion among the unem=
ployed labor force (65 3 per cent) aimilerly, only 32.4 per ceant of

the m,n.£1 the sample did nof have high school education, whereaa .
_59 8 per cen» of the population over thirteen _years. of age did not

complete high schoo;, and a greater percentage of the unemployed did

The relative youth of the samgle was reflected in other char-
acterfitics too: ~ 54 per cent of tée sample workers were single
while only 18 per cent of the civilian labor force had no family
responsibilit%es; the percentage of entrants to the labor market
was higher among the workers in the sample; among the experiehced
workers ian the sample, 65.4 per cent were either unskilled or semi-
skilled, whereas only 46.1 per cent of the experisnced unemployed

.weére so classified; and the average income of the men in-the sample

for the twelve months preceding the beginning of retraining was $800

-

1. Since statistics were not available, for all characteristics
of the unemployed labor force, figures for the male labor force and -
male population viexe aleo used. These statistics were taken from the
U.. S. Bureau.of the Census, "Cendus of Population 1960: Detailed
Chazactecistics Report, CDnnecticut P. C. (1) - 8D, Tables 103, 115

-preeentedrin‘ﬁppendix T

.“2;-1The,educational,attainment’of the unemployed was probably :
lower than that of the total population. In March 1962 for the United
States as a whole, the median for years of education for the male
population was. 11.6 whereas for the unemployed it was 10.0. Johnston,
Table 3, p. 506. .
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T lower rthan that o£ the unemeluyed dsbor foxce.

‘zﬁe»expresseé.desirn cf Cbngress§ woxkers.who ha& baen unemployed for

more than fifteen weeks przer ‘to.the. conrse wete not:rspzesen:ed'in the

.sample,inﬂanyalargez;p:oportion than. in the unemployed labor fo:;e.}
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Poscible Explanations for the Failure
- - of: ehe=89ecitied=6togps to Qualify for Lo .
-_Retrain;_g T ' -

-

Three reasons may evplain why the older and less educated workers

did not aLaezfy for retrainzngu
) Wbrkers felt that a h{gh level of educational attainment

was necnssary in order to meet the aptztude r:eqtﬁ.‘rem.em:'2 for re*rain-

ing.2 Since the average older workor has a iower leval of educational

attainment, he is prevented from qualifying for retraining either by

inability to pass the aptitude tests or by the belief that he will not

be able to pass them, which keeps him from even applying for the courses.
2) Hbrkeés with few'tesponsibilities are more inclined to take‘

the risks of lost income during retraining and of the possibility that

"employment will not result from the course. The older workers,

1. These'compafisons are. presented in Appendix C.

2. °The aptitude requirements -@ppear -to have been very important
in determining eligibility for the courses. -The precentage o‘ the
-workers who took fhe test:and passed- it varied greatly with the
different tests and requirements, as indicated by the Comnegticut
State:EmploymentJService_zecords»icz’theAtime'geriaﬁ*consiaered. In
this study, the percentage who passed the test in each area for each
course’ was: Bridgeport machine shop course, 36 per cent; Ansonia
‘machine shop course (where lower standards applied), 64 per cent;
Norwich pipefitter course, 77 per cent; New Lendon pipefitter course,
83 pér cent; Norwich shipfirter course, 40 per cemt; New london
1shiofitter course, 54 ‘per cents and Ansonia sewing machine course, -
75 pét cent. L .
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*haweveisfhaegiiyjﬁeeefamilies and.muet'wpz:yeabaue tﬁeir\aupport. They
feal*thau they are qot able to eccept. the'rISks involved in retraining.
A;ao, they: may actuallv face»a greater rzsk af not finding - amployment
intwhiéh-they:can.ﬁse»the retraining, because many employers discrim-
jnate in their hiring against older workers.. A | -

3} The possibility of gaining. an economic advantage from retrain-

ing 1s greater for young workers~ Since he lacks gkills and expe*i-

ence prior to retraining, and has significantly lower expected in~
eome-in the immediate future, a young_uorker is more 11ke1y to improve

his economic positian by taking retraining than.ls an older worker.
Yon; .

/

This is especially true if the older workev has some expectation of

-

being cal ed back to 3 former job in the immediate future.

The Effects of the 1963 Amendments to the M.D.T.A.

Similex'fiﬁdings and hypotheses on the national level led to the
recent passage'of the 1963 amendments to the Manpower Develcpment and
Trainiag Act. To alleviats the p*oblem that the specified groups k
might ﬂot be able to pass the aptitude tests required for the courses,
the amendments provided for workers to have up to twenty weeks of
remedial education before entering ret%aining. To reduce the like{i-

" hood ‘that the specified workezrs might not'have had sufficient finaneial

incentive :o apply for, enter, and complete. ﬁhe retraining progzam, the

aman&ments increased the retraining ailowances and the number of hours

the fet*aineee could work while taking the course withouz suffering
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The Efﬁects of tne-ﬁﬂenéménts (en égtitude ) mhe effectiveness of

x> . - .-

.- - - -
‘ - - - - ~

;he amenampn:s cann0t be positzvely predicted’ It seems fa:rly cleat,

Sy however, that the *weutyoweek lzmit on remedial education serzously

' - - - LI -

< rectricts the posslbil1gy that many of the more poorly educated workers

. - can ke brought up to‘tha aptltude levels which are reqnired for the . -

A ) pzesent‘courses° Offlcials of the Norfclk Virglnia remedial education
5 - - ]
. demonstration project testlfying before Congress on "helr experience, .

-

B . ) staté& that thieir grouo of workers had advanced two years 1n.read1ng : :
~ - a@;lity during six months oi training. This brought the group up to an
éiéﬁtb-gradg ,i«avel..'l ‘fhese.ﬁfficials stated explicitly, however, that
- F' it is very difficult to motivate workgfs io learn the—éasic skills
_ unlessrthese skills are dire;tly tied to the retraining pr@gram, as
they were for the démonstration project.2 Since_suéh a tie-in was '
- ' not a paft of the program outlined in the amendments, the improvement
that may be expected from the twenty-week course is'pgcbably less than
.3 i that achievéd in the demons?fation préject. Moreover, even if é%o_full
ye;rs ;ould be added to the workers' reading'abilities, an eighth-grade
i _ .educational level woald not be sufficieat to qualify them for most of

the pvesent courses which retrain for semi-skilled,,skilled and technical

occupations.

ks - 1.  Statement of Dr. William F. Brazziel, Jz., U. S. Congress,

E House of Representatives, Select Subeoimittze on Labor, Committee on

- Education and Laber, Hearings, Manpower Development and Trainiag Act,
C 88fh Congress, lst Sass., p. 106.
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. .7 Ihe Effects of the Amendnents (on Plazing Retréfnces). The effect L

- of the amendments on aptitudes may be minimal. However, the

~ - = . .

(o

I

amendments may actually reduce the benefits of tetraining if they are

i
it

’ compietely effective .n qualifving the sPecified uorkets for retraining. T

~ LI

The amendments which are primarilj almed 3t getting the workers into 3
2

- the program, assume that once worsers have entered the courses they

,1.

will derive the full nenefits of retfaining. This is an inccrrect ]

.

- - [N
Pt

a03umption. The sample data 1adicate that among the workers in these

groups who qualif; for the courses a large number do not complete ¢he

courses _oT do not utilize the,skills Caugnt. As noted in Chapter Two,

'

among the'o1der, less edu.ated and leng-time unemployed considerably’

TR TU VRS

lover parcentages of workers use the retraining (see Table V).

Based on the percentagee éresented in Table V, if the workere 1
in the retra ning program had all been unemployed for at least 13
weeks the benefits to the economy and the government would fall by

12.8 per cent, if a2ll the retrainees had less tham ten years of

.

b

education the benefits would fall by 18.7 per cent, and if they were
over-twenty-niee yea;Q old the:benefits would fall by 23.9 per cent.
Thus, to the extent that the amendments are successful in attracting
the pecixied workers into the retraining program, the program's

average benefits‘to the economy and the government can be expected

e PP e SR N N T o N e DT T o Ca G o G M RS (i

to decrease.l

1. On thefother hand, if all the workers in the retraining
progtam vere employed at the time they took the aptitude test for
retraining, the benefits would increase by 17.7 per cent.
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.Théiéffécie<g§'thg:Ameadménhé <an thé Dropout Rate}. It may be

B8

argued that the additzonax allowances provided by the amendmenus will

increase the ability of the specifxed workers to CUmpletp retraxnlng

- . -

-and imprcVe the1r placemnnt ates. Although this may be true 1nsofar
&s some of the workers had to W1thdraw from the courses because of
G ] : .:-_ - inadequage fininc1a1 support there will be an offaettinz effect which
may, in fact., be stronger. The present.graduates of ;he retrgining

courses have completed the courses without the benefits of increased

aliowances. Therefore; it can be assumed that they were the members
N _ of the Lnemployed iabor fo;ce who were most highly motivated toward
retraining. Incréased ollowances will attréct man? less highly moti;
vated and less able workers tc the retraining program, many of whom
will not have the interest or ability uecessary to complete the course
successfully., Of the workers in the sample who were not‘eligible to
receive government aid during retraining, 87 per‘ceoﬁ completed ohe
¥ course. Only‘70 per cent of the men eligible fo feceive more than $40
a week completed the course (sgee Table IX}. )

zﬁ additioo, some workers-ﬁho will be.orawh to the courses by the

higher benefits may find the courses an attractive way tc increase their

incomes while unemployed; tﬁéy may never plan to enter the retraining

A3

B o occupation.1 .T".i8 is demonstrated by the fact that:86 per cen* of the -

1. Information provided in the interview bears out this hypothesis.
In Ansonia, where the A.R.A. projects provided the workers with at least
$37 a week in benefits, many of the workers said that they had entered
_the retraining program because they felt the retraining would not harm
B thém, and that the benefits were higher than the unemployment comyensa-
e tion which they would have received had they not entered the course.
- o This was esyecia!ly true of the worien who were in the sewing machine
operations coutrse. Many of them said that they had entered the course
orily to gain gkills for home use.
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graduates eligible to receive less than $30 during retraining utilized
the retraining skills as opposed to only 68 per cent of the graduates
eligible to receive $30 or more during retraining who utilized the

skills,

The Effects of the Amendments (& Summary). The above findings

indicate that there is a high probability that the 1963 amendments to
the M.D.T.A. will reduce the proportion of workers entering the retrain-
ing programs who actually will use the skills taught in the course. 1f
the amendments are successful in attrgcting the specified groups into the
program, evidence to date suggests that proportionately fewer of these
workers will be piaced in employment which is retraining-related. Also,
regardless of the effectiveness cf the amendnents in attracting the
specified workers, the increased allowances will attract other workers
with lower motivation and therefore lower placement rates. Thus, the
effectiveness of the retraining program in fulfilling its first three
objectives will be reduced by the attempt to bring the high unemployment
and long-term unemployment groups into the program; for, given an income
constraint on the retraining program, the greater the effort to attract
workers from the specified grbu?s, the fewer will be the number of job
vacancies filled in occupations of labor shortages, and the léss will
natig;al output be increased and aggregate unemployment and unemployment

costs be reduced. It appears, therefore, that there must be a trade-off

between the £iret :hree objectives and the fourth objective.
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An Alternattve oggsa

Because the more effective the amendmenés are in achieving
the fourth objective, the less successful will retrainiug be in
accomplishing the other three objectives, an alternative approach
is suggested. Given the budget constraint, the retraining program
should not seek to operate on specific groups of workers but rather
should concentrate sclely on retraining and placing the greatest
possibie number of workers in occupations of labor shortages.

Basicdally, this proposal is to attain the first three objectives

to the highest degrez, sacrificing the fourth goal when recessary.

fhe retraining program should seek out workers who have the highest
probability of being placed in the retraining occupations after the
completion of the minimum amount of retraining deemed necessary for
the trade. These workers should be chosen on the basis of their
interest, abilities, and probability of being hired by the firms

that have vacancies, and not on the basis of their employment status
at the time of retraining; even smnloyed workers should be selected
for the program if their skill level would be raised by the retraining
and if they could meet the aptitude and placement requirements.

This approach would not necessarily harm the hard-core unemployed.

.As- the labor force is upgraded‘by‘tettaining, unskilled job-

,vacaﬁnies-ﬁillwbeacteétedrwhich~can be filled by these workers.

1f "Beveridgian. full employment! could be achieved, the majority

of the hard-core unemployed would eventually find work. Moreover,
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'remoying the fourth objective from the present retraining program,
in which the problems of the speécified groups are only cne facet of

a multipurpose program, wouid encourage the designing of specific

£

Pl

_proé:ams to meet these workers' specific needs. To mention a few
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R
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possibilifies: equal opportunity laws would aid the Negro workers
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=

and older workers; imprsved adult education programs would help

o W{*}Qﬂ

the more poorly educated workers; and federal aid to education
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might reduce the unemployment problems of youth. Thus, by focusing

attention on the specific probiems of these groups instead of trying

to include them in a program not designed to meet their needs, the
alternative approach would ultimately benefit them. It would also

be of much greater benefit to the economy as a whole, because the

retraining program would then be able to operate with maximum
effictency in those areas where it haéhproved highly effective:

increasing the nation's output, reducing aggregate unemployment,

E

and reducing the costs of unemployment and public assistance.
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- ' CHAPTER IV
THE COSTS OF RETRAINING

The costs of retraining must be calculated on a marginal or
,;"with or without" basis just as the benefits were caleulated.® Only
those additional costs which would not have arisen in the absence of
the program are considered. Thus, for the individuéx.the costs of

retraining are any additional expenses which he must incur o take

part in the program and any reduction in his income during the course
which results from his participation in it. Similarly, the costs of
retraining for the govermment include only the variable costs of the 3
State Employment Service and the vocational schools- since the high
Eixed costs for the buildings would exist even in the absence of the )
program.z Finally, the costs of retraining for the economv include
any additional government expenditures on real goods and services which |

are necessary to operate the program and any lcss in aggregate production

which takes place during the course as a result of the reduced output ‘

of the retrainees.

i, Por an explanation of this principle, see Eckstein, Water-
Resource Development, pp. 51-52,

2. Section 305 (a) of the Manpower Development and Training Act
explicitly Sorbids the use of appropriations to build or improve i
physical facilities for retraining. However, it cannot be denied that
the existence of these facilities greatly reduces the cost of retraining F
ard those states with well developed vocational educaticn programs
{like Connecticut) enjoy distinct advaentages in establishing retraining
programs.,
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the State Employment Service petféim a nurber of functions -
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The Governmental Costs of thtainiggl

Salection, Reforzal, gnd E:ocessing cdsta. The local offices of

A 08 P T

specifically for the retraining progrém, including: screening the
files for possible retrainees, calling the selected workers in for
comnseling, initial counseling of tkes= workers and any others who
mighf'be jnterested in retraining, aptitude testing of the interested
workers, notifying those who qualify for retraining of their selection,
post-selection counseling, referral to the retraiﬁing course itself,
payment of retraining allowances during the course, and all of the
record-keeping involved in performing these functions. With the
exception of the costs involved in processing and paying the retraining
allowances, the present procedure is for the federal government to
reimburse the states at a standard rate for thirteen and one~half hours
of time per worker enrolled in the course.,2 The costs of processiag
and paying the allowances are also reimSursed on a per enrollee basis;
20.25 minutes per week of the course are allowed.

There are two objections to this system of calculating costs.
First, the number of workers to be enrolled is not the only factor which

affects the State Employment Service costs. The longer the course, the

1. Unless noted otherwise, the costs in thie section are based
on approved 1963 M.D.T.A. budgets for identical courses in the same
areas as those which were taken by the sample.

2. The time allotment is multiplied by the standard wage rate of
the State Employment Service employee who performs these duties to get
the actusl cost. .Additional non-personal expenses are also included for:
supplies, communications, travel, 0.,A.S.D.I., group life insurance, and
medical service pruvided by the state for its personnel.
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more dlfficult the aptitude requirements, and the lower the- ability

of the. unemployed labor force in an area, the greater will be the

—3 . -

-difficulty in enrolling a given number of workers 1n the course, More
persons will have to be screened counseled‘ and tested before enough
workers can be found who are willing and able to take the course.
If administrattvely feasible, these other variables should be cen-
sidered in the estimation of the cost of selection referral, and
processing.

Second possibly because of failure to take account of these
other variables, the state employment services have argued that an

insufficient time allotment is presently being made.2 Table X,

below, gives the estimated time needed to enroll a worker in a machine

shop course in Ansonia; the figures were submitted by the local State
Employment Service office. This budget requests 15.44 hours per enrollee
for all of the functions except oaying and processing the allowances,
2.14 hours more than the standard allotment. It alsc requests thirty
minutes_for handling the retraining allowances instead of the 20.25

minutes allotted.

1. Sea footnote 2 on page 55 as an illustration of the importance of
aptitude requirements in determining the number of workers who must
be counseled and tested to select a given number of those who are
qualified for retraining.

2. -Statement of Joseph J.-Gibbons, U.S. Congress, Senate, Sub~
Committee on Employment and Mangower -of the Committee ou Labor and
Public Weifare, Nation's Manpower Revolution, Part II (Washington:
U. 8. Govermment Printing Office, 1963), pp. 489-92.
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'TABEE X

The,Bstimated 2ersonnel~rime Required -pec_ Entrant for '~ .
a Machine Shop Operations Course in Ansonia, Cbnneetieug, : .
by Eunc:ion. R S T AR s < '

2 &t

Al

) “Runction. veoos * Hours per Trainee

LS

Initial Counseling : : 4.59

. Testing o 1.20

®

¥ Issuing Nominations ' , .61

Responding to Ncminations .54

Referring Noninees . | »17

™

Reports, Record Keeping, and Processing 8.33

Total 15.44

“di .

if the'eseimaﬁes-presented in Tablz: X are accepted as the

true average times required per worker enrolled ian retraining, the

L4

costs wilil not be appreciably affected. The average cost per enrollee
1 o
in the sample, including $3.15 for noun-personal costs, would be

raised by the more zenerous time allotments from $48.04 to $56.39.2

. i, ZThe costs for each of the courses. were compused and then
weighted by -the pércentage of -the enrolled vorkexs: in the sampae _
who particiynzed in the- given couxse. L _ - %
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The highsr figure hads been adopted for this study.

<

b - 'éﬁuéégiﬁﬁii-gggggg - Bducationsk -cos:sfaxe & function of the: B
; - . durati&ﬁ qf.the‘coutse~ao-a much gréater degree than are the |
State Employment Sefﬁice costs. The largest item of educational
expénses is instructor salaries. In Connecticut, instructors of
‘“Jocational education are paid $5.00 per class hour. Since the
av;rage class contains approximately twenty retrzinees, the average

= instructional costs per worker are twanty-five cents an hour or

$7.50 for 5 thirty-hour week of instzuction. The longer the.course

St

lasts, the greater will be the cest of instruction. -

Similarly, the reguirements for tool crib attendants and

™

custodial staff are a function of the length ¢f the courses. The
weekly cost of these services was approxiamtely $1.50 and $.62, respec-
tively, per worker enrolled in the course. The other costs -- supplies,
supetvtaion, utilities, and equipment upkeep -- appear to be dependent
upon the subject mazter of the course, rather thau g?on itg length.

Those costs totaled approxziasmtely $7.43 pex week for each worke:

enrolled.

1, It has been argued that nene of these gosts ghould be itcluded

as additional ccsts resulbing from the intraduction cf the retraine-

ing program. The argument runs: "The function of the Stute

Employinent Service is to coumsel and place workers. This is basically i
what-1s being “done for workers Luteéreatéd in vetvaining. In the -
abdienice 6f retraining; approximitély thz fage amsunt of time and !
effért would havé -to have béen dpent ii-placiug these workers. There-
farevfeﬁgﬁﬁuaze ‘Baployment Sefvices-dre niot P yat pgrﬁnzmiﬁg any ;
addit!onal,aefvicea or gervides dutelde thedd novial scope of duties.’ . - )
Tﬁiasargumﬁnc:may vary well be spunds FRowever, it is difficult to prove :
. thit the same tisie would have Been speat in the absence of the ratraining,
,euye¢iuk1y fb:;undew&mgzayed worker s, Theraefora, the costs given here ;-
o u;hawe haen adoptad, aithough zﬁége-ie ahe pa&aibzlicy thag the costs . .
ot ,are m“vaza#cmt«d. : _ g 5

»
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'Qﬁé_ggetégé total -educational cost per week was $17.05
. for eaéh éfzthe‘wdfkers in the sambie who entered retraianing.
This estimate 1 baséd on the cost Figures presented’ im Tabie X1,

‘Overall Administrative Costs.

-of adﬁidibﬁg;iﬁgwtﬁé retraining program discussed in the

In addition to the local costs

' érecedtng.tvo sgctions,'fpnés~gre also allocated for state-wide
v;forééasting, plénning, an&.evaluéiion. _Approximafely 333;000 |
was appropriated-under .the M.DiT.A. to the Connecticut State:
Départments 6f'fébor and Education to herfbrm thiese functions in -
fiscal 1963, When this amount was divided by 1,733 Comnecticut
workers enrolled in retraining during that year, the average cost
2 ger worker was $21.56.%
Federal government administrative costs must also be
included. In £iscal 1963, $3,463,000 was spent for program
development and operations, and $825,000 was spent on program
1f these expenditures are multiplied by the Connecticut

3
evaluation.

g , 4 .
apportioriment fdctor of 1.4 per cent, the total share assigned to

-

1. Statement of W. Willard Wirtz, U. S. Congress, Sendte,

z Subcomrmittee of the Committee on Appropriations, Labor-Health,
. Education and Welfare Appropriations for 1964, Psct 1, 88th Cong.,
‘ﬂ lst SBSS. Y pp‘ 48'49: '
';;E : , 9. These costs are somewhat overxstated since projects for 3,330

vorkers in Connecticut were planned and approved during fiscal 19€3.

, '33_}ﬁiﬂCg; 3enate, iabor . . . Appropriations 1964, p. 49.
These £igures do not irclude the Title I research expenditure as '

most of. the research was not directiy connected with the retxaining
‘progeami
"4 Ibid., p. 236.
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‘ | TABLE XI

e R S LS

Jlﬁdpéétionatmcgstsepg? Worker Enrolled, for the Three Courses

Considered in the Sample

¥

'4

S - v
- COURSE

Machine Shop

EDUCKIIbﬁAi fﬁNﬁTION Operations Pipefitting Shipfitting
Instructors’ salaries =~ § 66.67 $30.00  $30.00
Instructional supplies 2C.00 20.00- 20.00.
Local Supervision and Clerical 10.69 4,50 4. 50
" Tool Crib 13.33  6.00 6.00
- Equipment ' 16.67 1.75 .60
Utilities 5.21 3.00 3.00
Custodial Staff. 5.56 _2.50 _2.50
Total Cost $138.13 $67.75 . $66.0

a.. The machine shop course lasted eight weeks with an average
class of 18, the pipefitter and shipfitter courses lasted
four weeks with an average class of 20. The average lezngth
of the courses for the sample (weighted by number of entrants)

was 6.2 weeks,




' L}
LA

s’ ’
mp‘.‘ﬁlt;('.e Vi

PSR | S
Pt gMERNRT AN

e Ry
P I .
TRV STV P Ty

Connecticut is $60,032 and the average share per worker enrolled

tn Connecticut H.D'.’E.A."reti:aining courses duriﬁg fiscal 1963 {is
$34.6¢s1 When added’ td the state administrative costs, the

total administrative cost per worker was $56.20.

Retraining Allowance Costs. Unlike the estimates of the

other costs conéidered here, the marginal cost of retraining

- /r‘:“"
1) ’, s . -
A SO AL R S B AR R R R G it e WA
e e A e '
e

allowances cannot be equated with M.D.T.A. expenditures made under
this heading. To judge the added cost of retraining, it is necessary
to estimate the difference between the allowances paid under the
program and the governmental unémployment benefits which the workers
would have received in the absence of the program. Unfortunately,
the M,D.T.A. expenditure figures take no accourt of the normal
unemployment benefits whiéh the government would have had to pay,

but include instead all the allowances as a cost of retraining.
Therefore, it is necessary to compute the added cost of the allow-

ances. Using the original standards for receiving allowances,2

1. See footnote 2, page 69.

2. 1In order to be eiigible to receive allowarices, workers had
to be unemployed, had to have three years of experience in gainful
employment,: and had to be heads of a family or household. If they
met these requireaments, they could receive an allowance equal to
the -aversage unemployment benefit in the state if the unemployment
compensation which they would receive -in lieu of retraining was
less than the state's average. Workers between nineteen and twenty~
one years of age who did not meet these requirements could receive
au allowance of $20 a week, though no more than 5 per cent of the
total retraining allowances could be paid to this group. Workers
who wére employed while ‘participating it retratning, lost 1/40 of
their allowance for each hour that they worked. "Regulations of
the Secretary of Labor Relating to the ‘Manpower Developument and
Training Act of 1963," Federal Register, Document 68-8552: Filed
August 24, 1962, ' :
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the average added cost of the retraining allowances was $31.§6

for‘the-sampled workefs. Thigs added cost was computed by first
| determining the a&erage unemploymert benefits that each of the ‘
workersywould normally have reééived héd he not been enrolled in | i

the ratraining course. Then, in those cases where the unemployment

benefit was less than $37 per week (the average unemployment benefit
' ‘ 1

. g~

in Connecticut) and where the worker met the allowance requirements,

the differential times the numbef of weeks the wnzker participated

in the course was taken as the added cost of retraining. For youths

a minuend of $20'was used, though since the 5 per cent limit was 3

not applied, thesz costs may be slightly overestimated.

"y

The Effects of the Amendments on Sovernmental Costs (Retraining

K

Allowances). When the amended standards for retraining allowancéé’ ’

are applied to the sampled workers, the average cost rises by $29.14
to $60.80. The subsection of the amendments which has the greatest
impact on the allowance costs that would have been paid to the sample
is the extension of the youth benefits to workers under :.lueteen ,
years of age. Sixteen per cent of the sampled workers who enrolled

in retraining’ courses would have becomc eligible to receive additional

benefits because of this provision. The average allowarce for thé

T

. sampled workers who enrolled in -courses would have been increased

1.»_Eor the allowance requirements see footnote 2, page 71.
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Nearlyuas important in terms of the.pereentagevof affected

workers and in added COSLJ is the increase in allowance to Siv more

—,,r : . 1 «,» ‘_,.-‘, {;

o

than the'average weekly unempleyment compensation benefit in the |

state. Fourteen per cent of the enrolled workers in the sample

-, o~
. K szt ; . .
ST S TRt 3 - i e T.o- B

'would have received greater allowances than they were eligible to
receive under the original Act. The cost for the sample would have

- iy -,

been $ll 15 per worker enrolled in the course.

| Sf relatively minor importance for the“sample is the freedom
oi the retrainges to work twenty hours a_week without affecting the - -
va;ount of’their allowances. Only 7 per cent of the sample would
have been affected by this provision, the cost is estimated at $3.63
per ;erker. - |

Finally, the provision-which lowered the number of required

years oi previous gainful employmeut from three to two years would
\not,have affected any of the workers in the sample who enrolled in
vthe course. The sampled workers who had only two years of experiznce
were not heads of households or families.' The requirement that, except
for yonths, the workers must be heads of .households or families in
oxrder to qualify for retraining allowances, considerably restricts the
amounts that the single men- in the aample_are eligible to receive dur-
ing;retraining.' Ten per cent of'ttose~in the -sample vho-were-over.

- twenty-one 9ears old would have received additional benefits if this

‘fequirement had beén dropped.l' The costc for the sample would have

ST P Fournper cefit -of the workersfin~the .sample were over twenty-°
onexyeérs o1d ‘add-had three ‘years-of -gainful ‘enployment j-but could not
qualify for- any payments during the retraining~because”they4wefe'ﬂot
- heads: of.families or‘households, and ‘were not eligible- to receive

RS uneﬁployment‘Eﬁnpeﬁaatidn* shy R Saws b mn tpadar
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The Effects of the Amendments on Government Costs (Remedial

‘,x. ~ " ;‘:-..v - - - H p L.
‘d A ,?,9 |- - A A ./” . - . L)

sducation) The amendments also provide for up to twenty weeks of

;_ o -

remedial ’iteracy training prior to the retraining course for workers

PE .- -
’ - . o -

who sould otherwise not be able to participate. The cost incurred by
implementing this section of the amendments is unclear. it depends

on the percentage of workers uho must receive such training before

Pt -

they enter the retraining program. If a twenty-week literacy course
.is postulated and the costs of this course per week are assumed equal
to.those for the retraining course, then this is equivalent to adding
one week‘to,the retraining course for each 5 per cent of workers who

enroll who first must be taught in the literacy courses. Thus, if

-

10 per cent of the workers in the sample who enrolled in the'retraining

-

courses would have had to first undergo literacy training for twenty

-

'weeks, the average cost of the total retraining would have been raised

by $9o 00.%

> - = . -e

The Effect of the Alternative Proposal on Governmental Costs.

. The :adoption of the alternative'proposa1~could possibly.
-lead o ‘lower government coste of retraining. If the "cream' of -the
lsborzforce-wereaiO@bewattracted into the retraining program, it.night

'z;&e-possihkemto ghorten .the duration of the courses. .If the courses

.

studied here ‘had been shortened by one week, the costs of allowance

s e - PR - R

T baygrhis»caZculation was. based. on.a maximum weekly -allowance of

l‘\.

zfs L 7is, $l0@morefthanrthe.average ;unemployment compencation benefit
)aidei}l connectic,et- LI TA TR R TV ek R »-‘.:ri*:*ev LRI P
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: progegslng ?ogld have been reduced by $134, the educational costs

s

"”éouiéfﬁ§vé ihllen by $17.05, the administration costs would have been

i - ;.‘ ;
2 -

SR

i

lowered‘by $9 06 and the costs of retraining allowances would have {ﬁ
:’c 'decreased‘by $5‘.1'l1 per worker enrolled in the courses. The total 5

savings»vould“be $32 56 2 . - o

- & .,'

The Governncntal COSts of Retraining. A Snmmarz. Thg'government's

SRR

-

costs of retraining the workers in the sample under varying types of

- - -

programs‘ére presented in Table XII. If the program is state-

sponsored (as was. the case for most of the.courses studied) and

» -

no. speclal allowances are pazd other than the worker's normal

unemployment benefits, ‘the cost would be $218.30 per worker_enrolled.‘

Under the conditions of the original M.D.T.A., the cost per worker

enrolled would be $249.80. However, if the alternative proposal

were edopted,‘the cost for each enrollee would fall to $217.40.

Pinally, under the amended M.D.T.A., if 10 per cent of the enrolled

workers must first go through a twenty-week literacy course the

costs would rise considerably, to $369.16.

1. This §lgure is bagsed on the unamended retraining allowances.

- 2. The .effect of the alternative on retraining allowances was
not felt to be great. Presumably, retraining allowances would have
to’be,paid to. dttract employed workers into the retraining program.

LS I el A e e e s
bl 3 avihey, S iumdphdiatia ae aeB AL S

However, this: would be offset in part.because some unemployed workers
would move into their former positions and would no longer be eligible
= for- unemployment compensation.
5 - : -~Fhere would also probably be only a negligible effect on
% selectlon costs. Posasibly moxe workers would have to be screened to

_select: those uith high probabillties of Jsing~the retraining, but
probably fewer of‘these screened'workers would,hawe tc'be tested.
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" The Economy’s COsts of Ketraining
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The costs of retraining to the economy are probably less

s - S ns . . _ e ety I el
: A o - NP o

than those to “the government largely because there wis little, if

e S - 4 KRt L =T

any, production loet during the retraining courses. As discussed

-
e -

;17‘ N
earlier, the majo ity of the workers were unemployed when they

B -‘_ 0

- . -2
< 4 ] v.,.f)'-
PR

entered the course and most of those workers who were employed prior

<4 . . . o

- ,a_.:,,

to the course were in unskilled jobs which could easily and readily

be filled from among the unemployed. Thus, the only costs of retrain-

ing to the economy were the resources devoted to the retraining process.

This would 1nclude the selection referral and processing costs the

educational costs, and the administrative costs, for all of these

; !

represent the expenaiture of real resources. The retraining allow-

ances would not be costs to the economy because they are merely

transfers. Therefore, the economy's costs of retraining would be

between $26.55 and $80.42 less than the government's, depending on
the type of program.- The cost of retraining to the economy wonld

be $190. 85 for the alternative proposal, $218.30 for state sponsor-

ship or the unamended M.D.T A, program, or $288.74 for the amended

M.D T A. with 10 per cent of the workers receiving literacy training.

1. See page 45.

2. The cost is the same under state sponsorship or under the
M.,D.T.A. if rhere is no.literacy' training bécause the only difference
between state:. sponsership. and. the M.D,T.A..program is the provision for

« ~zadditional retraining: allowances under: the M:DiT.A, . " ¢
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The COSts of Retriining ) the Individual Hor?er.

Only two siguificant economic costs. to the individual worker
are 1nvolved in retrtinzngé the transportation cost to and from
the claésos,'and tﬁe cbst‘of inoome lost during the course. The cost
of transportation during the course depends on the distances which
must be traveled and the available means of transportation. if the
vocational school 13 located within the range of intra-czty public
transportation the coats will be $2 to $3 a week. If, however,
inter-city travel is necesoary, the weekly cost may be as hkigh as
$10. The average cost for the sample approximated $4 a week, or $25
for the entire course.1 |

The magnitudg of the costs of lost income is determined by
the-worker's expected employment status and earnings if he does not
enter--the course. A worker who would otheroise be unemployed would .
actually increase his income by entering retraining. As noted above,
under the amended M.D.T.A. the average worker in the sample who
entered the retraining course would have received $9.81 more per week
théo his normal unemployment benefits. For a worker who expects to

be unemployed during the retraining course, then, entering the course

will increase his income by approximately $5.80 a week.,

1. Connecticut has & very fine system of vocational schocls located
. 1M MOST MAJOEK- LuboX meaTkets. iu: Lue ostdtd.  Tharefora, tlha wurkars i.
Norwich and Brtdgoport could: reach: the schools on: local transportation.
The ‘workers in Ansonia were provided with free bus service from the

local State Employmont Service office to the school in Bridgeport. The
workers. in New London, howéver, were forced to take public transportation
to Norwich; which cost'approximately $2 a day, or to drive their own cars.’
The greater expenae of ‘this last group, who comprised 25 per cent of the
workers in the s le, raised the average cost of transportation of

_the sampln by clooe to $2 a week. -

'
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At the other ext:m is a worket who expects to be e@ployed

during. t?}e period of the cgaurse if he does noc entet retraming. The

oppbri:unity cost of tﬂtraning wauid bz such highe" for kim. If he

£

could have aarasd $80 & wiik ‘had ‘He ot entered thé resraining; i
would cost him approxm.’:ely $26,80 & wiek to enroll id theé course.
This ostixate is bazed on* -sevéral Stauﬁptioni‘ 1) The effectivé-
téx rate on hi,a' wige income would Ee 20 pef cent so his disposdble
income in- the absencé of retraining would beé $64, 2) If he entered
the courie the worker would receive the -aversge weékly retraining
auouanﬂe thet workets in the sampie would be eligible to receive
undér the amended H.’D#Tzik.', $30.81. 3) He woirld earn $8.00 a week
(rinus $1.60 for taxes): ffom part-time employment, theé approximate
average earnings of the workers in tlie sampie duriag rettzining.l
4) Retrainiiig would fiot add to his: 'tf‘au'spcrtatfén éb"‘s"ts‘».z If
thses assunptions -are granted, then the- worker's cost of retrainiag
would be approxismtely $166 for ‘the course.

Thus, the costs. of f;traiﬁiﬁg to the individual-worker depend
on his expectations of employfient and income during the course.
Costs can range from & ininus $35 to a positive $166 or more,
depending ‘on the worker's expected: edrnings if he does not enter
the -?.:“oi'x’r‘sé.- ‘ ’

- = e

1 Antexact’ ﬁgus:e for-the-sample's earnings whilé enrolled in
the* retrainmgf e%:raavcéuld“ A5t -be? deﬁetmiﬁeds - Séviral 5% the workers'
services:could-niot pa- valuad: becausz’%,;hey‘. £ell: .undezé’thev categoryf of
unpaid fanily vork. . - Ry TR

2, Th 18 assunied- that t:he cost of traveling to and from. fetrain-
mg is oqnal to- the ‘cos% ﬂof t::aveling to and from-a job. ‘
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"7 T A COMPARIAON OF THE BENEFITS AND COSTS OF RETRAINING
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The Benefits and Costs. for the Individual

- Ju Chaptér Two' the benéfits from retraining derived by the
wo:kgruwexé.faund to ﬁe.dgpéndgnt upon the rates of time preference
and. mobility chosen, and upon the characteristics of the workers.

- i£~ﬁas noted in the -last chapter that -the costs to the worker are
dependent on tﬁe opportuaity cost of entering the retraining course.
Thusgig.tangeyof benefit~cost ratios can be foﬁnd for the worker
depending on his characteristics, his expected earnings and employment
if he does not enter the course, and the values chosen for his rates
of mobility and time preference.

At one extreme of this range is the worker who expects to
be unemployed throughout the period of the retraining course, whether
or net he enters the course. As determined in the last chapter, on
a strictly economic basis the worker in this position would always
enter retraining because the retraining allowances will raise his
1ucome.yh$1e.he is in the course by approximately $5.50 per veek.
At: the-other extreme is the worker who expects that he will be

employed if he does not enter the ecourse. He will lose income

3w The benefit and cost. compariaona of . this- chapter are all
: alculated per .worker. who- enters a.retraining course, . All.com-
Y;pa;isanﬁwaasume.ceteris gaxibus in defining the benefits of -

g

tgttaining. : 4
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if he entefs the course {($166 1f his earnings were $30 a week).
waever, this worker too will emnter tlie ratraining course if his
decision is basdd on strictly economic factors.

The benefit-cost tatios for the average worker in tbe
sample would bersomgyhetg bgtweén 3,2 - tbe;ratidfdt a 15\pgr cent
discount and a tontinuans 18 per cent rate of mobility &~ and: 6.2,
the ratio at a 5 per cent discount and nn i8 per cent rate of mobility
"for oniy the first three yea;s. In adéltibn5 given the bérefits
received by the average worker in the sample, the worker woulgd re-

coup his lest iincome at some time betwe2n the twelfth and thirteenth

month after lie completed the cdurse.

The Bznefits and _Qg_t’_g for t_l_lg Government

The findings in Chapter Three were that the benefits for the
government ascribable to retrgining were also dependent on‘the
rate of mobility from the retraining occupations chosen, and on

the characteristics of the workers whe were retrained. Similarly,

in the last chapter it was found that the costs of retraining to

_the government depended on the organization of the retrazning program.

Table XII1 presents the ranges of benefit-cost ratios which arise

with different combinations of these variables.

1t 18 1mmediately evident from this table that the retrain-

s =
o P 4

<,ing program is an economic investment which the govetnment ahould

7 WA
- o P

.- o v - v i

undertake. Even when the~costs of the ptogram are raiaed by effcrts'

to bring the p;td-cpte« nemployed into the couraes, the. benefit-cost
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ratioe are at least eleven. This is not meant to fmply that the

government should attempt to get the hard-core unemployed tc enter
the csurses, but rather'that if the government fo: non-economic
reasons decides that these workers should be retrained r wen it |
incurs no loss as-a result—of the decision.1 Bared on the experience
of the workgrs in. the sample, by retraining workera, thb government ‘s

revenues will be 1ncreased much more than its costs, a}most

regardless of the characteristics of the workers whe are.retrained.

The Benefita and Costs for :the Econogx '

Finally, the benefits of retraining and the costs of
retraining for the economy are dependent on the rate at which the
rgtrginee; lééve the retraining occupations, the characteristics of
the retrained uorke?a, and the type of existiﬁg prograni. .However,
the magnitude of the benefit-cost ratios is se great that, regard-
iess of which combination of variables is selected there can be no

question that retraining is of tremendous value. (See Table XIV).

A Summary of the Comparison of the Benefits

The éﬁalysis p%eeenéed here ihdicgteé that the benefits and

costs of retraining to the dorker, to the goverament, and to the

‘ecoﬁomy'digfer qoticeably.‘ In our present economy, with less

i5
.

. -

< - ) -
S .

1. There is of courae an economic losa in the sense that the

_government(ptog:lm<cou1d,achi¢ve a greater gain by reducing the: costs

and increasing ‘the baggfttssthrough selection of?moregcapable workers:;
1,8, the program 911 euoerbe“:chigy&pg.bgtimal éfiicigncy if the hazd-
core unemployeé are: retratnqg. 2% 3 :
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than full euplpﬁuln:, there arq<m§;?eq external effects resulting
£rom fe;raihing. This is dqgn_oﬁstrg;egi by the fact that; the benefit-
cost ratios of the g;vééﬁégﬁf a;d of the economy are much greater
than those éf the individusls.

- The‘andlysis also Shows that, based on the sample ditd,"
the benefits of retraining outweigh its costs to the individual,
to the government, and to the éconﬁny. The high benefit-cost ratfos

enjoyed by each party suggest that retraining should be extended.

Given the present costs of the'prograﬁ,‘as many workers as possible
should be retrainéd for occupdtions with labor shortages because

the nét returns from retraining are so gréat.




RS

. CHAPTER VI

THE SPONSORSHIP OF RETRAINING

The Alternatives
There are three possible sponsors for the retraining program:

. the government, the individual who benefits from the retraining,
and the firms with iabor shortages. The analysis to this point
has éeen concerred with the benefits and.éosts of the ezisting
government retraining program and has disregarded the question

of who should pay the costs of the courses. This question must
finally be dealt with.. The next two sections are concerned with

the two alternatives to the present program.

Sponsorship of Retraining by -the Individual

Milton Frigdman suggests that the individual worker rather

~ -

-thén:the government should bear the costs of the,retraiming.l He

azéues_th;t if retrairing ‘i{s worthwhile as an inwgatmant,.the dis-
_ g&unted future income of the worker will outweigh the cost of the

course. ' Therefore, as in the case of physical capital, the

individual should be willing to undertake all the costs of

?

retraining.’

The cornerstone of Friedman's argumerit appears to be the

-

statement that: ". . . there are no obvious unborne costs or

V-4
.

<
P

[ 4

L. Milton Friedman, ‘Capitalism and Freedom, "Vgcétional and
Professions), Schoolizg," (Chicago: The University of Chicago Press,
1962), pp. 100-07. L .
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inappropfiab}elzeturns~that tend: to make private incentives diverge
'*sﬁ%ﬁeﬁiticaliysfromrfhoaé‘that are socially appropriate."l Although

- Frisdman is logically correct in his argument, it is obvious from

the benefit-cost ratios found in the preceding chapter that his
premfse is inaccurate. Even when the individual assumes none of

the costs of ghe.recraining courses, if he would otherwise be employed
‘during the course, his benefit-cost ratio wiil be only between 3.2
and 6.2 whereas the ratio for the economy will be at least ten

times greater.

The difference between the individual's and the ecoromy’s
benefit~-cost ratios would be even more apparent were the government
not to provide retraining allowances and were the individual required
to assume the $218.30 cost of the rettaining.z If this were the
case, the worker who expected to be unemployed during the course,
would have costs of approximately $263,3 and the worker who expected
to be employed would have costs of approximately 3445.4 Given the

average benefits for the workers in the sample, found in Table VI

(page 38), the benefit~-cost ratios would range between 2.2 and

10 Friemnr, Cagitalism ¢ o o » p' 1010

- 2. The assumption is make that the cost of retzraining for the
individual would equal the government's cost. This probably under-
estimates the cost to the worker since there are doubtlessly economies
of scale, and if the retraining covrse was taught by private schools,
there would be sowe additional cost for profit.

3;3 fhe costs would:inciude the: 5218 forrthe retraining itself
and. $25 for qdﬂgd'transppytation costs. :

&, This cost was: found by adding the opportunity cost of lost
income to the retrainiig costs. The former cost was calculated as
follows: an average income of $80 was assumed if the worker did not
enter the course; from this was subtracted %8, which wa: the average
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4.2 for the former and between 1.2 and 2.3 for the latter.

. Given a benefit-cost ratio of less than two for the individual
worker, it is.doubtful that many workers would undertake the costs of
the retraining program. A worker with a ratio between 1 and 2 might
not recognize that retraining would improve his position, and where
the ratio wss less than one, no improvement would occuz. Also, the
ratio does not take into account the risk that the worker rums that
the ceteris paribus assumption on which the ratio is based will

pot be valid. The introduction into the worker's calculations of

a suitable discount for this risk would undoubtedly cause the ratio
to fall below one for many workers. Finally, a worker might incur
psychic costs by entering the retraining course, which could out-

weigh any small net economic benefit thet would result from the

“

retraining.

Thus, it is a reasonable assumption that if the burden of

the costs of retrairing were placed on the individual workers, many
would not enter the courses. Yet at the same time the penefit-cost

ratio for thg economy would be unaffected by the change in sponsors
and would remain greater than sixty. The logical conclusion is that
individual sponsorship of retraining involves the possibility of a

great loss to the ecoxomy, and this alternative must be ruled out.

part-tise earnings of the retrainees; then the taxes on the $72
differentiel were subtracted, which at a 20 per cent rate would be
§14:4603 f£inally, the unemplcyment benefits.which were received by
the sampis, $21, were subtracted, to’ arrive at the figure of $36.60
per week in the course. This was multiplied by 6.2 weeks, the
~aversage: for the courses . tudied;: to. get a total cost of $226.92.
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gonsorshig of Retraininglgx’the Firm

Although most of the retratning whi»h'ptesently occurs is

paid fo: by prtvate firms to train their labor forces, the benefit-

cost analysis demonstrated that the firms do not retrain to the extent
that is sbcially optimai. In Chapter III it was explained that the
occupations for which retraining was selected were only those in
which vacancies had occurred over a long period. However, the
economy's benefit~cost ratio for these occupations was estimated to
bu greater than fifty, proving tﬁat the vetraining. was indeed 2
worthwhile investment for society. These two factd provide sufficient
evidence that retraining may be unprofitable for the firms experiencing
labor shortages, while being quite profitable for the economy.

There are two possible explanations for the difference
between the economy's gain from retraining and the firm's gain.
First, as was the case for the individual, the economy benefits
by the total value of the worker's output increased by the multiplier,
whereas thé firm receives only a portion of the worker's output. The
gross benefit for the firm is the difference between the marginal
revenue product of the worker and the increase in the coSt of labor

that results from the retraining. The size of this difference will

i. A 1. S. Department of Labor study found that 7.1 per
cent of the workers surveyed were enrolled in some type of training
progranm.- -This would. mean :that as.many as five million workers are
being trained each year by business, whereas oniy: 150,000 workers
will be recrained under the federal programs:in fiscal 1964. US.

Department nf-Labor; A.Repert on Manpower-Réquirements;. Resou:ces,

AUtiLtzltiau,.nnd'Training,-tﬁansmicted to Longress March 1963 - :

(Washington,: D, C. :- --U.S.  Covernment Brinting'OEfice, 1963)., Table
E5, p. 197.
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1£ the market is highly e‘ompetitive, the wage lex;el will approximate

P R

the wétker 8 ma.rginal revenue product‘ there will be little difference
between the \‘wo to cover the costs of retraining.l- In addition, the
firm must pay either a corporate or a personal income tax on the

difference which further reduces it.

Second, the firm undertakes a greater risk with retraining

than does the economy. After the workers are retrained they may
lea'Je the firm. !Jn ess the retraining 1eads to an offsetting
increase in the labor supply for the firm, the firm will not derive
any benefits from the retraining once the worker leaves the firm's
empioy, althougli he may remain in the retraining occupation and
benefits will continue to accrue to the economy.2 Also, the risk
of assuming ceteris paribus is greater for the firm than for the

economy.

a~

-

Therefore, the external effects suggest that in the marginal

cases where continuing labor shortages exist, the economy cannot

1. Thus, in a small firm using machine operators in Bridgeport
thate wuuld be uw very nmign probability cnat tne worker wouia pe
attracted away from the firm if its wages were much below those
prevailing in the area, because there are a muititude of firms in
Bridgeport that desire machine operators. The Electric Poat Company
on the other hand would take a much lower risk of a worker leaving,
since they are a wage-setting leader in the New London area and
there ie no ether demend in the area for sﬁipyard workers.

-

. 2& ?urther‘ a :mall firmmy nat” be ‘able:to take the risks
involved 47 retrataing because At-icould train only e few workers
‘butia large firm trains gréat number. The: large firm is able
to:ggrud. thea,tfhk mmmny vggrﬁere »- Whereas thesmall firm may
£ind that dt:: gaﬁu’ notking: from: the: retraining: because the:one
‘ox.AWO workers 11:, 1\&3 trained subuquent:ly ‘ledve: the firm.
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SUMMARY .OF anmcs AND. RECOMMENDATTONS -

oy B 2 v~
e - -

The examtnation of the‘.rperience of a sample of workers
involved'in fetraining coursec in COnnecticut has led to the

'fallowing findings-

1. The average annual gress income of the workers who

utilized the retraining was $500 greater than their expected

incomes in ;hevabsence of retraining. The increase in income
was primarily due to a five week reduction in their expected
-annual uvnemployment: the annual rate of unemployment of the
workers who utilized the retraining fell by tem percentage
points.

2. Several factérs cbnsiderably reduced these Benefits
for the workers. First, it was eatimated that approximately
26 per cent of the increase in the workers' incomes had to be
paid in increased personal income snd Soeial Security taxes.
sécond, because 9f the reduction in their annual unemployment,
the workers who utilized the retraining also received a decreased
amount of government transfer payments -~ approximateiy $100

per year less. Third, since the benefits will be derived cver time

'fﬁé%f“ﬁigéépt‘value musé be discounted by the time preference of

tbggwqué;; ‘Thg—ﬂb:ket'a discount for the time preference was

ﬁ@ﬁﬁmgﬁiﬁéfye”hagwegn 5 per cent and 15 éer cent per year. This




A'-'ﬂiéébuﬁtiﬁgﬂécébzéﬁov.t a-pariod-of: tén. years, which was assumed to
'-béat}iez—.ﬁbtke’z:!s nathtime horizon. Fourth; the worker does not -
continue:'to-derfive-the “péﬁéﬁ;ts‘ of retraining unléss he remains in the
retraining ‘occupavt:ion. Eighteen per. cent of the sampled workers who
utilized: retraining had left-the retraining occupation within a year
of .their -graduation from the course. To the extent that ‘the retrain-

‘ ees-continue- to leave .the retraining occupations in future years,

the average -expected benefits will fall.

3, ‘Not -all of the workers who entered the courses made
use of 'skills they had been taught. Only 67 per cent of the
sampled workers who enrolled in .the course subsequently made use

. of it. The percentages of the hard-core unemployed who used the

vy

AN

retraining were even lower: 51 per cent for the workers thirty

il

- years old and older, 54.5 per cent for the workers with less

nd

than ten years of dducation, and 58.4 per cent for workers un-

.-empioyed one quarter or longer.

4. Waking use of the data presented above, the present

F "if‘ value of the average expected benefil.ts from retraining -accruing

[ to the worker who enters a retraining course was estimated to be

;t between. $535.40:- and. $1,031.28 for the ten years follov.ving his

‘ graduacion from the course.

: 5... Factors:vere-examined which might cause the aggragaée
benéﬁ'tsff of:retraining to:.divérge" from- the individual's: Senéfi-csa
It;was found that:the workers: ,in‘zeth'e:'s&pi{é did not: replace-other

: _,go;?éféxf-ina,thﬁ ret:gining_:qécupatiotné oy’ cause-other workers-not
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»tq%bgagﬁpipyed in: these occupations. -Also, it was determined. that

'tﬁeéindi91dﬁa1£s calculations of benefits would not- extend: furthet
- -into: the:future- than. the:time necessary for the labor force to

.adapt-to-the occupations with labor shortages.

‘However,  the-existence of an underemployed economy caused

-the -aggregate benefits tc be:much greater than those of the gndivi-

dual. -The retraining led to an increase-in aggregate employment,

and the aggregate benefit of retraining was equal to the total value

of the workers' production increased by any secondary effects,

rather than to the increment in prodgction which is the benefit

to the worker; Also, following previous studies, the social rate

of time preference. was assumed to be less than the individual's rate.
6. Thus, the average present value of the expected benefits

of retraining for the government, per worker enrolled in the retrain-

ing, defined as increases in tax revenues and decreases in unemploy-

ment transfer payments, and the average present vaiue of the expected

ﬁenefitsuof,:gtraining‘for the eccnomy, per worker enrolled in the

couraggayﬁete;gugh;higher:than the values for the individual. The

estimated value for the benefits of the government was between

$5,523.98: and. $7,823.37 and for the benefits of the economy was

between $%1,157.84 aad $29,965.95.

s To- was datermingd;&hnwavaﬁy;thatwthe 1963 amendments

-1 oy

to the: M.D.T.Ai,. aimed.at -1ncéea§’ing' the. participation:of. the. hard-

cotg§gggmplpygd»1pm@hg$fextaihingfprogram;;uou1d~reduce theeaverége:

. -benefits: to:the govermment:and: tothe ecoromy because 1éss.able- -

agd.@nctvated workeri,VOuidVanﬁr the course, workers less
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likely to mske use of the retraining. Aan alternative proposal
. was -put forward that only those workers with -high probabilities
of utilizing the retraining should be: selected for the program.

Under this: plan, the probability of using the retraining would be

the only criterion for selection of the retrainees, and employment
status specifically would not be considered.

8. .. The costs of retraining tc the individual worker were
dependent on his expected wage income during the period of retraining
{f he did not enter the course. For workers who would be employed

and earning $80 a week if they did not enter the course, the cost

of the ratraining was estimated to be $26.80 for each week of the
course. For workers who would not be employed during the retraining
" period if they did not enter the course, the-retraining costs would
be 2 negative SB{SQ per week because the retraining allowances
exceaded the workers' normal unemployment benefits. Consequently,

it would be in the financial interest of these workers to enter

the courses whether or not they planned to use the skills,

9. - The costs of retraining to the govermment depended on

the -degree to which the retraining allowances were increased to
attract: the hard-core unemploye& and on the exteant to which the .
selecsion-prcceaé,increased or decreased the. duration of the courses.
Thus; for the reﬁtaiﬁing courses séudied, the average cost to the
goyérnmentupéf‘wnrker enrolled,wﬁs«§218.30~when.no-additiénal

allowances for retraining were paid, $249.96: when the unamended
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.H.D.';.i&;. allowances were -paid, $369.16 when the amended M.D.T.A..
allowances were paid. and 10 per :cent of the retrainees had to be
given & twenty-week literacy course prior to the retraining, and
$21is£0 whenrthexunamenﬂed.M;DcT.A, allowances were paid and the
courses were shortened by one week through the selection of more
able retrainees. - . .

10. The costs of-retraining to the economy were the same as
those to the government except for the retraining allowances,
wiiich were merely transfers. The costs to the economy of the
different programs were: $218.30 when no allowanca oz the un~

amended M.D,.T.A. allowance was paid, $288.74 when 10 per cent of

- the retrainees were given twenty weeks of literacy training, and-

$190.85 when the courses were shortened by one' week.

11. The benefit-cost ratio of the average sampled wevker
who enroiled in a retrain;ng course depended on the worker's
expectations of wage income for the 6.2 weeks of the course if
he did not enter the course. For the worker who expected to be
unemployed during the-entire period of the course, the ratio could
not be calculated because. the net costs of entering the course were
negative -- the;reer#ining allowances,réceivea were greater than
;bg;uorket?sguormal»unemploymggt_benéfits, the worker would
inevitabiywimproveuhié econbhic posttionMif_he~enter§d the course.
Howevex, for therwnrker who- had- an: opportunity cost -of $80 a week,

the: bc@eft:wcost.tatio was betwcau‘Saz and 6:2..
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12. The govermment's benefit-cost ratic for retraining 5
depended on the type &f program the govermment selected to spdnsor ,g
and the characteristica of the workers enrolled in the courses. ' |

With regard to the program chosen, the government's lowest benefit-
cost ratio for the average worker in the sampic was between 15.0 and

21.2 for the amended M.D.T.A. program, and its highést ratio was

between 25.4 and 36.0 for the alternative proposal. Aé to workers'
characteristics, the benefite-cost ratio for the governmeant was lowest
for the older workers ~-- between 11.4 and 16.1 with the amended
¥.D.T.A, == and highest for vorkers who were employed at the time
of .ke aptitude test--- between 29.9 and 42.4 when the alternative
propesal was selected.

13. The economy's benefit-2ost ratio for retraining was
found to depend on the same factors as the government's ratioc.
However, it was considerably higher than tle government's. The
ratio for the average sampled wnrker who enrolled in the course
was between 73.3 and 103.8 for the amended M.D.T.A. progfém, and
between 110.9 and 157.0 for the alternative proposal. Thus, there
were marked external effects involved in retraining, for the
govermment's ratio could be many times that of the individual,
and the economy's was many times greater than the government’s.

14. A change in the sponscrship of the retraining courses
was judged to be unwise. If the worker was asked to assume the

costs of the retraining, the benefit-cost ratios would have been

less than two and in some cases less ;han one. Given the other
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factors- that influenced the worker's decision to enter the courses,
fewer workers souldAenter_retraihing when they had to assume its costs
than would enter if the goverament assumed the costs. Yet the’

economy's benefit-cost ratio would remain extremely high, indicating

that tha retraining of these workers was of great social value.
Similarly, the assweption of the retraining costs by ¢the firms that
experiepce labor shortages would not be in society's interest. The
_present retraining program operates where labor shortages have existed
for Iong<pefiods, indicating that vetraining under their auspices has ;
not been consideved profitable by the firms involved pecause of the '
ri;k that the worker would not remain with the firm after completing

the retraining. Thus, the present program operates in areas where .

retrsiﬁing would not otherwise cccur, even though the geins to the

economynwould be significant. Since the external effects of retrainiug

i yield high social benefits when private benefits may be quite low; it

ig therefore proper and necessary for'the government to assume the

costs of the program.

Recommendations

Based on these findings, the following recommendations can be

made:

1, Given full émpioymen: as an objective of the United States

economic policy, and the present situstiom of Pi{gh unemployment,

when occupations exist with insufficient labor supplies. Unlike

retraining has proved to be a useful method to increase employment é
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transfer paymeats to the uuemglofed or make-work procjects, rvetraining
leads to an increase in real aggregate output of goods and services
desireé¢ by the ecdnomy (be they private or public goods). However,
the effectiveness of the retraining prcgram depends on the existence
of job vacancies for which it is feasible to retrain members of the
labor force. Therefore, aggregate demand must be kept at sufficient
levels to provide a number of job vacancies, for which retraining is
feasible, at least equal to the number of unemployed in excess of
a '"full employment' level of unemployment. The manner in which
aggregate demand iz stimulated can be determined through the political
process and will depend on the preference of society for private or
public goods.

‘2, alternative methods of improving the labor market should
be used in conjunction with retraining, since retraining is not a
free good. These measures include an improved clearance system for
the state employment sarvices, relocation of the unemployed when
desirable, and improved statistics con the nature and extent of
job vacancies. The last-mentioned item is necessary not only for
the retraining proérams but also to facilitate the operation of the
employment. sezvices.

3. Once the nzeds of the labor market are determined, and,
if necessary, created through increased aggregate demand, the
retrainiug program should be expanded to sfeet these needs. Such

expansion will'rgquira a large scale revamping of the facilities
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and curziculum of the vocationsl education system, to ensble as

| magy as one milliion workerz to be retrained each year. ;%
éf %4, The retrainirg program should be earried out with the ?é
é?‘. maxium poesible efficiency. Worksrs should be selected oa the basis %5
of their sbility to fill existing vacancies after a minimal amcunt %;

of retraining. ©BEfficient operation of the program will require §

ghat workers who ziready possess these skills be so;ghg out and g

é placed by the employment services prior to their undertaking the %%

¥
s;zﬁ«

retraining program. Once this has been done, retraining should be
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’ offered to any worker who can be retrained and placed in the
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=2 retraining-ralated occupation, regardless of the worker's employment

status prior to the course. In this manner, the labor force will

] be upgraded to the greatest possible extent at the lowest possible i
i cost. §'

1
I

= 5. Specizl attention should be given to the problems of
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. certain groups among the unemployed for whom retraining will not
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be feasille, subject to the least-cost constraint. If aggregate

o

/“ demand is sufficient to create full employment, these workers will be
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absorbed fnto the unskilled cccupations which have been vacated by the
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uvpgrading of underemployed workers. If, however, such occupations are
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felt to yield inadequate incomes to these groups, specific trausfers
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may be made to them. In addition, specialized programs may be instit-

A

uted to deal with the real problems that afflict these workers, e.g.
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employer discrimination, ignorance, or physical handicaps,

s
N

T KA T T NI/ 9 Y O IR WR Y MR W
S

A ‘f}‘i

o

4
‘]
3%




~101- e
< - E:J
i
2
Appendix A -~ Betraining in Connecticut -

Vi Ay

The Gonnecticut retraining program was selected for answering the

K
1

research questions because Connecticut was one of the first states in

the country -tc offer publicly supported classes specifically designed

to retrain unemployed workers (as well as being the anthor's residence).
Prior to any federsl program, the State of Connecticut’s Dapartments

of Labor and Education, at the direction of the Governor, provided

R

funds and sponsorship to initiate coucses in two areas of the state =~

PN,

Bridgeport and New London. The Bridgeport course, begun in May 1961,
taught basic machine shop cperations, skills determined to be in great

demand by an area labor market survey. The New London courses were

begun at the same time to retrain workers for shipyard trades. Trained
workers were needed by the Electric Boat Division of the General Dynamics
Corporation to expand their production of atomic submarines.

Courses in the two areas differed in one important respect. The

retrainces for Electric Boat were told that they would be employed upon

the successful completion of retraining (assuming that they were able
to pass security and health examinations), while in Bridgeport they
could not be guaranteed empioyment by any single employer or group of
employers. Rather, they had to rely for employment on their own init-
iative and the placement services of the Connecticut State Employment
gervice, HNence, retrainees in Bridgeport ran a higher risk that

retrsining would not result in a job.
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The experience geinsd from the state's pilot courses allowed the
Connectisut towns of Ansonia, Bristol, and Danielson to be among the
first -in the country to qualify for retraining funds under the Area

Redevelopment Act:.1

This Act, passed in May 1961, was the first federal
venture into retraining the unemployed. It provided for the retraining
of 25,000 worgers in areas of "substantial and persistent unemployment,"
a classification that fit these three towns. The retraining cources
begun under this Act in October 1961 differed from the zarlier state
program in the financial aid provided the retrainees. State courses
permitted unemployed workers to collect the unemployment compensation

to which they woulé have been entitled had they not entered the course.
Those unemployed workers who had used up their credits, or who for

some other reason were not eligible to receive unempioyment compensation,
receivéd no government aid unless they qualified for relief. The
unemployed in the A.R.A. courses, on the other hand, could choose
between the unemployment compensation they would normally be quaiified
to receive, or a federal subsistence allowance of $27.50 a week (the
average unemployment compensation benefit received in Connecticut).
Thus, all of the retrainees in the A.R.A. courses received some govern-
ment aid during their retraining; some retrainees in the state program

received no aid.

1. Public Law 87-27,
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During the £irst half of 1962, the program in Connecticut was
expanded until by June 1, 1962, courses had been established in seven
areas of the state, and 98] workers had entered a total of fifty-three
classes_.l Retraining in three of the areas was supported by the Area
Redevelopment Act, and the courses in the cther four areas were state
supported. Upon the passage of the Manpower Development and Training
&et of 1962 mentioned earlier, the state requested federal asaistance
for ite state supported courses and éropbsed additional courses for
the retraining program. Comvecticut, however, did not wait for the
fedezral Zunde to he appropriated. =z did most other states. In July
of 1962 the expandad program wes put ipte eifect under stuge auspices.
As & result of its piing program and ius early start in retraining under
the M.5.T.A., Connecticut had znroiled ovar *wo thousand workers in
retraining courses in the first two yéars of the program and, by July
1, 1963, had placed more graduates of M.D.T.A. programs than any other

state. z

1. Comnecticut Labor Department, Monthly Bulletin (July 1962),
page 9.

Al

2. Y. S. Bureau of Employment Security, “Employment Service
sywts Job Blocements-of M.D.T.4. Trainees,” The Labor Market and
Employment Security, August 1963 (Washington: U.S. S, Government Print-
ing Office, 1963), page 1.

kY
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&ppendix _B;' -- The Sample

The following procedures were used to select the sample for the

study. Fixsz, ¢he courses were chosen on the basis of the following

3. The sample was limited to workars who had been involved in
the retraining program since its inception, bacause theis
loager work histories since retraining provided a2 mesningful
perisd for the examination of the effects of retraining.

2. Courzes selected were those offered in areas of both relatively
high and iow unemployment because the effects of retraining
may depend upen the level of unemployment -- wgrkers may be
moze easily plaesed in higher employment areas.

3. Classes for women were included in the sample in order to
evaluate the effects of retraining on them as well as on men.

. K

iy 4, 3Both A.R.4. and state-sponsored courses had to be included so

: the affacts of providing subsistence allowances during retrain-
ing could ke degermined.

5, Pinaliy, both courses wheze the retrainses were gusranteed &
job with a specific employer and courses where no such
guazantee waz given were included in order to examine the
influence of guch job &ssurances.

By means of these criteria Iour courses were selected wnlich had

besn conducted petween May 1951 and March 19562, in four labor market

areas havimng varying degrees of unemployment. The selected courses were:

a. The first five classes in basic machine shop operations fox
workers from Bridgepowt: May 15 to December &, 1961.

-

L. Unemployment, not seasenally adjusted, between May 1961 and
May 1962, was sbout & per cent in Bridgeport: 9-12 per cent in Ansonia,
until late in 31962, when it fell shavply; 3~4 por cent in New Loudon;
znd sbout 9 paz cent in Nozwich. ‘

..




e e, TR

T ARG

=105~

"b. “The-first two classes of the same course for workers
fram Ansonia: October 16, 1961 to Febtuary 28, 1962,
C. The first four classes in shipfitting for wurke‘s from e
- ‘New London and Norwich: September 6, 1961, to January ¥,
11 1962.~ .
d. The first three classes in pipefitting for workers from
- Néw London -and Norwich: November 13; 1961, tc- January
12, 1962.

e. The two classea in power sewing machine operation for
‘women from Ansonia: January 3 to March 16, 1962.

The sample population consisted of all the workers who wers e

eligible to participate in these courses (i.e. all workers who bad =
pacsad the General Aptitude Test Battery requirements pricr to % )
Deczember 31, 1961, for the courses mentioned, except the sewing machine g

't>
e

course where women were included if they had passed the test prior to
i

,,.uw.
Rl

March 1, 1962) with sevaral miner excepticons.™ Only workers who had

.‘-‘rl&/rv"'

DSl

qualified to enter the retraining courses were comsidered, in order to

establisk control groups which had demonstrated aptitudes comparable to
those of the workers who completed and utilized their retraining.

The sample populatico consisted of 523 workers, of whom 48 per
.cent completed the fetraining, 16 per ceant withdvew £rom the program,
and 36 per cent vefused retraining afner kecoming eligibie foxr ths course.
These averages, however, cever some notable differences that existed

among.th@ courses and areas. In Bridgeporz, 2 considerably higher pxoportion

1. The exceptions wevre: 8) in Bridgeport, some gf the test records
for ‘tests administered prior to August 1, 1961, were not available,
b) zgain in Bxiﬁgeport, addressed were not availabie for several of the
workers, and ¢) some af the workers eligidle to enter these courses
postponad retzeining or entered other courges which are not being
considered here.
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of the sample population entered the course, but not because of an

1 actual difference in the selection process for this course us compared

®
l-‘:\‘f-
I\

, s
with the other courses. Rather, the names of those workers who had r

74

T . passed the aptitude tests prior to August 1, 1961, But did not subse-

quently enter the retraining course, were removed from the Connecticut

State Employmeat Service files prior to the selection of the sample.

Tﬁerefore, the wo:kefé who "refused retraining" for the first three

classes in Bridgeport could not be included in the sample population. ]

This should not affect the results of the study, however, because it |
-, would seem logical to assume that the workers who had refused retraining

before August 1, 1961, did not differ significantly from the workers

who refused retraining after that date.

Ir Ansonia, among the sewing machine retrainees, the opposite

situation prevailed; a disporportionate aumber of the women refused

the retraining. Here, the reason does not lie in the techniques uged

to select the sample population. Because of the poor response of

employers to the first retrainees from this course, the couréé was

discontinued after only two classes had been graduated. 4 backiog

of applicants remained, who would have entered later claszes and wvho

ey

consequently would have been dropped from the sample population if

the course had been continued.

P 3 K S T g I YYR W W S

v 1. &s of March 15, 1962, 35 per cent of those who were eligible
for retraining in bastc machine shop opsrations in Bridgeport did not
enter the cuurse, - Bridgeport Office, Conmecticut State Employment
Service; ‘Memorsndum on Trainivg. tMareh 23, 1562,
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The percentage of workers who withdrew from the retraining

also varied between area3 and courses. The highest drepout rates

. were found for the Ansonia machine operators and the Norwich pipe-

fitters. The lqyest rates were found for the Norwich shipfitters

and the Ansonia sewing machine operators. Some of this variation
can be explained by the State Employment Service's selection policies
and by the nature of the particular courses. Thus, many of the
Ansonia womén were attracted to the course for its home uses and

were highly interested in the course material., On the other hand,

the men in the Ansonia courses were often attracted by the higher

.-unemployment benefits they could receive if they participated in the

retraining. They were not as highly motivated as were the women.

Algso, more of the men found jobs during the course because
the machine operations course lasted for eight weeks whereas the

sewing machine course was only three weeks in durationm. The same

reasons do not appear to apply in the case of the shipfitters, however,

since both the Norwich pipefitters and the New London shipfitters who
participated in the same course and traveled the same distance,
respectively, as the New London pipefitters, had dropout rates of
approzimately 30 per cent.

0f the 523 workers in the sample populatiuﬁ, 373 were actually
contacted for this study, i.e., 72 per cent. The great majority of
the workers were personally interviewed; 342 workers were given the

personaquuescipnnaire found in Appendix F. The other 9 per cent

of‘the'wb;kers could not be contracted in person, and information

)
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on their post-retraining experience was gaths.ed by means of a

mail questionnaire.

ot
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[
[

.

The response rate of the three training status groups was

not quite identical: for workers who completed the retraining it

. i “'.;':' f, v(’ﬁ,, P
-

wes somewhat higher than for the other two groups. This was probebly

due to the fact that the retraining was carried on for job vacancies
within the given labor market. Therefore, the geographic movement of
workers who completed the retraining was lower than that of the other
groups, and they were easier to reach for interviews.

The actual sample is broken into six categories by training

y v W b Ve IR T kIR
itcnabins AN ok s b AL

-y R o
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status as shown in Table B-2 and B-3. Several interesting differences
among the areas and courses emerge in this breakdown. First, the
placement record of those workers completing retraining reflects

the differences in the employment guarantees given to the shipyard

retrainees. In both Bridgeport and Ansor‘a, slightly more than one

third of the men completing the courses were not placed in jobs
i which made use of skills learned in the retraining courses. In
j Norwich, all except 6 per cent, and in New London, all of the workers

who completed the courses were placed at the Electric Boat Company.

Thus, 94 per cent of the men who completed but did not utilize the

1
retraining were in the machine shop operationa courses.
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1. The ratio of placements in retraining-utilizing occupations to
workers completing the course was especially low for the women in the
sewing machine course. As mentioned earlier, this waz a major reason
for discontinuing the course. Basically, the majority of the women
had entered the course with employment as a secondary objective, so
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Second, as found in Table B-l Ansonia and New London had the

highest rates of withdrawals; these two areas also had the highest

ratio of withdrawals without employment to withdrawals for employment.

A g pot

n Bridgeport nearly two thirds of the workers who withdrew from the
covrse had jobs, in Morwich more than one half had jobs, but in
Ansonia, slightly under one third, and in New London less than one
fifth of dhe workers who left the courses before completing them
had an offer wf employmenc.

Third, the proportion of men who refused retraining because they
had found employm;:é\giffered between the machine shop courses and the

shipyard ¢ .urses. For Ehg former courses, 45 per cent of the workers

AN

ooy, Wb

who refused retrainlné did nct have an alternative offer of employment:
for the latter courses, ouly Za‘gsr cent of the workers who refused )
retraining had no employment. This\{liunstrates the greater risks

involved in the machine shop retraining, where employment was not

guaranteed upon the successful completion of the course.

they were not. too agtive in the pursuit of retraining~related jobs.
Also, employers felt that the women were inadequately trained to 1
meet the piece work minimum .requirements. ;
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Appendix G -- A Comparisor of the Characteristics of the
Sample and the Unemployed Labor Force in
Lonnesticut

0
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A major criticism of the retraining programs is that they do

"
AN

™

not benefit the long~term and hard-core unemployed. As discussed in

307 200 o T o s Rt D a0 0
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Chapter III, many of these workers are not taking and passing the

aptitude tests to become qualified to enter the retraining courses.

This appendix compares the characteristics of the workers in the sample,

all of whom qualified for the retraining courses, with the unemployed
izbor force in Connecticut from which these workers came. The comparison

will indicate which groups among the unemployed have failed to qualify

Lo an i v XX it ooy

fér retraining and will show whether or not the criticism of the retraining
program is justified.
Sex. Almost all of the workers involved in Connecticut's first
retraining courses were men. This imbalance in retraining was not a
Y ' reflection of the proportion of women in the unemployed labor force.
Of the unemployed at the time of the 1960 Census, 44.2 per cent were

wcmen,l 46.1 per cent of the insured unemployed in November 1961

IR

were women,z and 49 per cent of the long-term unemployed claiming tem-

Sl oo

porary extended unemployment insurance benefits in the state were women.

1. U.S. Bureau of the Census, U, S. Census of Population: 1960,
General Social and Economic Cha:actetistics Connectlﬂut Report PC (1)-
8C, Table 52, page 88.

g Yet only one course for women, the sewing ma¢hine course in Ansonia, was

] ‘2, U.S. Buresu of Employment Security, The Insureg vnamployed
in November 1961, pege 4A9.

3. U.S. Bureau of Employment Security, Fam ilx Characteristics
of he 1o g Tatm'ﬂnewglcged TEﬁC Repart Setiea No. 5, page 13.
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established prior to the M,D.T.A. program. In order to include female
representation in the evaluation of retraining, all the women who passed
the test for this course were included in the sample. As a result,
16.4 per cent of the sample are women and the remaining 83.6 per cent
men.

J

Race. It was found that 91 per cent of the sample were white
and 9 per cent Negro. This indicztes that Negroes became eligible for
retraining (i.e. ook and passed the aptitude test) approximstely in
proportion to their number among the unemployed in the state. The
Census showed that in April of 1960, 8.2 per cent of the state's unem-
ployed were Negro.1 The proportion of Negroes in the sample varied
somewhat in the different areas. In Bridgeport, 16.5 per cent of the
sample were Negroes, while in Norwich only 2 per cent were Negroes.

This variation is not significant, however, because of the small absolute
numbers involved. The variation can probably be attributed to the »
greater percentage of Negroes ;mong the unemployed in Bridgeport.

Age. Many of the other characteristics studied heﬁe «~ including
education, marital status, labor forcé attachment and number of dependents
-- are correlated with the age of the workers. Therefore, it is of
greaf importance that the age distribution of men in the sample was
significéntly different from that of the entire unemployed labor ferce.
(See Table Gl). The median age for men in the sample was more than
fifteen years below that of the male unemplqyed iaber force and aearly

twenty vears below that of the male civilian labor force. When

compared with the men anong the insured unemployed and the long-term

1. Census: §gg;a1_ggg.§conomgg Characceristics, Table 53, page 89.
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insured unemployed, the youth of the workers involved in retraining
is even more pronouncedg1 ‘

One reascn for the exceptionally young age of workers in the
sample was the employers' hiring requirements in Norwich and New

London. An Electric Boat selection criterion was that the men be under

forty or be "a young looking forty." This appears to be an important

factor because, as shown in Table C-2, the age distribution of the

gample varies significantly between these two areas and the Ansonia

and Bridgeport samples.2

The age distribution for the women in the sample was quite

different from that of the men. The women were much older and had a

median age of 40.6 years. Also, unlike the men, their sistribution by

E

age approximated the distribution of the female unemployed labor force
for the state as seen in Table €-3. The median ages of the two groups
differed by only one year, an interval which is statistically not

significant. The median age of the sample also closely approximated

that 40.8 for the insured unemployed in March of 1962.3 Therefore,
we may conclude that the number of women who became eligible for

retraining was proportionate to their age distribution among the

”

B
E
i

ol

1. In March, 1962 the median age of the male insured unemployed
was 4l1.1 years, and the median age of the male TEUC claimants in May
and September 1961 and January 1962 was 50.7. Connecticut Labor Depart-
ment Monthly Bnlletin (December, 1962), pase S, Bureav of Employment
Gecurity, Family Characteristics, page 26. '

2. The male sample was divided between the machine shop and ship-
yard courses and into six-age groups: under 20, 20-24, 25-29, 30- 34,
35-39 and 40 and over. The chi-square of this distribution was 21. 45
with five degrees of freedom. This is significant at the .01 level.

NETRRIU
R e

3. Connecticut Laber Department, Monthly Bulletin (December 1962),
page 3.
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TABLE 0—2 -- Percentage Age Distribution of the Men in the
Mample by Age~anduArea - .

LT Y PEOLY, NS o, - 2
e S PR Lt . . Lt L

Age . New London .  Norwich  Bridgeport  Ansonid

14-19 Y 3.5 36.8 23.7
20-26  38.8 36,7 30.3 27.1
25-29 . 15.3 15.5 13.6 5.1
30354 4.7 5.2 10,0 13.6
35-39 5.9 B.6 9.1 8.5
5044 1.2 - 0.9 8.5

4549 - - 7.7 10.2

50-34 - - . 3.4

Median age
based on

class
intervals 22,09 22.11 22.18 24.85

Yean Age 22.93 22.88 25.32 29.20




T4BLE C-3 -- Percentage Distribution of Women in the  Sample

. -~

and Unemployed Civilian Laboz Force by Age

i Unemployed Civilian
Labor Force

Age Number ’Per Cent Per Cent
14-19 ' 3 4.9 14.8
20-24 7 11.5 10.4
25-29 2 3.3 6.8
30-34 8 13.1 8.8
35-39 ] 9 14.8 10.0
40-44 12 19.7 11.5
4549 | 15 2.6 11.5
50-54 3 4.9 8.2
55=-59 2 3.3 8.1
60-64 0 0.0 5.6
65 and over 0 0.0 4.0

61
Median ege based

on class
intervals 40,61 39.60
Mean 38.03
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7 unemployed. Age was not an important factor in determining the women's i

% desire to take or their ability to pass the aptitude test.

Youth by itself is probaﬁly not the causal factor in determining

eligibility for retraining. As mentioned above, gseveral character-

igtics are highly coreelated with age. The factors include educatien,
marital status, number of dependénts, labor force attachment, skill

‘level, and prior income levels. Some of these are likely to reflect

| &

v
) .

e TS R

the causal factors related to the youth of the men in the sample.
Therefore, these characteristics will be examined next; first, for the
men in the sample as compared with the unemployed male labor force,
and then separately for the women in the sample as compared with the
unemployed female labor force.
Education - Male, The educational attainment of the men in the
sample was considerably higher (by 1.7 years) than that of the total
male population of the state 14 years old and older. (See Table 3
C-4). When it is considered that the educational level of the unemployed
is usually lower than that of the population as a whole, the difference
between the sample and the figures for the total. population are even

i more significant.1 Only about one third of the men who became eligible

to take the retraining course had not graduated from high school,

- whereas 59.8 per cent of the population and an even greater percentage

=

‘
N

1. Median years of school completed for the unemployed males who
were 18 years and older in March 1959 was 9.5 years; that for the
total male labor force was 1l1.5 years. Arvold Katz, "Educationai
Attainment of Workers, 1959, Bureau of La.~r Statistice Special
Labor Porce Report No. 1, Table D page a8.
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TABLE C-4 -- Percentage Distribution of the Male Sample and the Male
Population of Connecticut over 13 Years of Age®
by Number of Years of Education Completed ‘

e T

Number of Years | . Sample ‘ Population
of Education
Completed Parcentage Cumulative Percentage Cumulative
Less than 8 0.5 0.6 17.9 17.9

8 5.2 5.8 18.4 36.3

9 , 7.8 13.6 8.9 45,2

10 T 10,7 24.3 8.6 53.8

11 8.1 32.4 6.0 59.8

12 57.3 ‘ 89.7 20.9 80.7
Over 12 10.4 100.1 ~19.3 100.0

Median number of
years completed

based on class b
intervals 12.27 10.58

Mean 11.40b

a. Census, Detailed Characteristics, Table 103, page 202.

b. There was a difference in educational attainment for the
different areas studied. The workers in Norwich and New London
had an average attainment of 11.65 years, while those in the machine
ghop courses had an average educational attainment of 11.18 years.
The means for the four areas were Bridgeport 11.21, Ansonia 11.13,
Norwich 11.64 and New Londén 11.66.
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conclusion that a great number of the male 6remployed either will

K

o* take or cannot pass the aptitude tests for retraiﬁing because_

R

they lack the basic educational. backgreund wtiich they or the

b
A4,

ek
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iy

L 71N

Employment Service feel is necgssary-for retraining
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¥

Marital Status and Number of Dependents - Male. Other character-

istics which are highly correlated with age are marital.status

and number of dependenté. Aga in, it was found that the men in the

EURATE e e D

%
34

sample were significantly different from the male civilian labor
force and the long-term unemployed claiming T.E.U.C. benefits

(TABLE C-5). A much larger proportion of the sample were single and

ML ET SBRIATAN S L4

a smaller proportion were married than in the other two groups. The

NTHE

sample also differed significantly from the national unemployed male

I
o=
3
24
3
=
Z
=
=
=
K
14|
(Y

pEFEa S

labor force. 1In 1961, 36.4 per cent of the unemployed were single,

1 350\

X
1

54,8 per- cent were married and living with their wives, and.the remain-

ing 8.8 per cent were widowed, separated, or divorced.

B

J

SERCRC AR ARERA

3
=

Information on the numbef of dependents for the unemployed

v

1,. It should be noted again that there is a high correlation
between age and educational cttainment. The Census found 12.0 to be
the median number of years of education completed for Conmnecticut
males 14-24 years of age, not enrollea in school; for men 25 and
over it was 10.5. Therefore {t is impossible to assign complete
causaiity to lack of educational background; other characteristics,
also correlated with age, may be causal. However, the conclusion
hoids that poorly educated wurkers are not becoming eligible for
retraining. Census, Detailed Charzcteristics, Table 102, p. 200.

JGTR
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£

2. Jacob Schiffman, "Marital and Family. Characteristics of
Workers, March, .1962," Munthly Labor Review (January, 1963}, vol.
86, No. 1, Table 4, p. 28.
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. - by. Marital Status,

laimangs® in Coumnecticut,

TABLE C-5 -- Perceutasc Distribution of Men in the Sample, Civilian
Labor Force,? and 7.E.U.C. €

, Civilian TEUC
Marital Status Sample Labor Force Claimants
. : ‘Single " 54,0 18.2 20.0 - ..
R Matried (wife present) 42,1 75,7 - 64,0
o | othet = . 3.8 6:1 16.0
f .3
- 100.0° 100.0 100.0
£ o t Wy
3
‘}‘ : TABLE C-6 -- Percentage Distribution for Men in the Sample by Number
of Dependents Other tharn the Worker and for Families in
the State by Number of Own Children under Eightecen Years
l of age plus Wife.¢
|
= Sample Sample Pamilies -
= : : Number of Pex Cent of Wife plus Number
Number Dependents Dependents of Children
. 1 35 33.6 42.6
- . 2 11 10.7 18.8
. 3 ‘ 22 21,1 19.8
45 15 14.3 11.2
» | 5 21 20.2 7.5.
o “a. Census, Detailed Characteristics, Table 116 page 246.
g b. B.E.S., Family Characteristics, Table 58, page 34.
: / = e
- ' ‘¢» There was no sigrificant difference ia the proportion of
< the men who were married and single in the four areas.

-t - .
o A Bt 40 b e A% 2 kT

w

d. 'ceasuéa Dataiied~Chéragteristiés; Table 109, page 226.
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labor Force is~nob=avaiiab1e. The closest comparable data are the

“aumber of own children ﬁﬁder’18'years'bf age for ‘all families in the

state. thevcompattscn of‘thé sample with these-&aia leads to the.
conc¢lusion that the men in the sample with dependents appear to have

glightly more depnndents than the populaticn 2s a whole. However, the

canclusxpn is open to question becauce of the relactve non-comparabilitv

cf the data, since the sample includes dependents other than own
children under 18 such as.ﬁarénts and other relatives, Thig factor
doubtlesgly accounts for the slight differende between the two groups
in Table‘q-ﬁ. . -

The pdsiti&é conclusions that can be reached in regard to
familial responsibilities of the sample are: 1) as expected from
their younger age, & greater percentaée of them are single than
are the unemployed as a wiole; 2) aithough the married mer ia the
sample do not have 2 diecernibly grester number of children, the larger
proportion of single men in the gaméle causes the number of dependents

per man to be lower thzn in the total unemployed labor force.

Prior Labor Force'Attachment and Training - Male

“A substaanal ptoportzoq of the male sample were entrants to
the labor force prior to training, as would be expected on account of
" the yauth of the sample. The measure used to determine the labor foxce
attachment o‘ the workers-wa; ;he occupational code on their COnnecticu.

St&tc Enployacnt Service spplicatian caxds in Augult '1962.. The

Emgloymént Setvice had'2831 per‘cent o the fen classified as
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entrantsw _By comparison, 3.3 per cent of the unemgloyed ware Aot

'experienced‘as of April 1960 enethe Census was *aken.z Another

indication .of the low labcr force attachment of_the male gample is

that 24.2 per cent of the men were in the labor force for Zeas than
one haif efithe year'piecediﬁg the'ﬁegiuning of the raetraining .
class fai which they.were eligiﬁle.

There was some variation in the proportion of entrants in the
different ageas...In the»two'areas ef.highest unemfloyﬁent% Norwich
and Ansonia, the percentages of the sample who'were entranes were
10 per cent and 22 per cent, fesfectively. In Bridgeport and New
London, the proportions.of entrants ﬁere 35 per cent and 37 per cent,
respectively. This difference seems to indicate that in areas of
relatively low unemployment, it is usually entrants who become 2ligible
for retraining. The difference, however., might result from varying

-

procedures in each cf the State Employment Service offices in bringing

the application cards up to date.3 The male sample ad significantly

1. This closely agrees with the author's finding from work
histories prior to the time of craining that 27,9 per cent of the

- P -

male .sdmple were entrants to 'the labor force. _ g
‘2. The difference is pzobably not as large as is stated here
because the {ensus includes only those withouf any work experience.
whereas the Employment Service definition includes those who have not
had sufficient experience or training to successfully compete. for
itnese jobs. The percentage of entrants among the unempioyed varies

greatly from month to month in relation to the schogel ‘year. However,

it should be noted that the courses in three of the areas did not begin
until the fall when.the-students among che.unemployed labor force had
teﬁurned tq school and when the proportion o; entrants ameng the

year. The ﬁeéional average for the winter mgnehs avcording to the
Employment Service class;fzcacion was about 12 per cent for 1961-62.

3. The authoz, in a study of pre-training work hie;ories, estimated

that 28 per cent of the sample in Nc~wich were entrants to the labor
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: Sample Unemployed  T.E.U.C. S
Occupation. .- -  -“Number:. Per Gent ~ . Per Cent -~ ~Per-Cent

RN O et

\

Professional, : . . NS
Technical-and - = .- O SR . :

N SR

W
o
1

Kindred " ' 6 2.9 3.8

i

Service 6 2.9 7.3 10

S R T

‘Clerical and Sales 20 9.6 1.2 g8 -

- Skilled {(~raftsmen, . L
foremen) .35 16.8 27.0 .22

QR

)

Semi~skiiled )
(operatives) - .13 35.41 29.7 - 23

.Unskilled (laborers) 63. 30.3 16.4 31

- Others . _. - -5 2.4 © 4.6 : 1.

SO OR AU\ 5 A G 503

Totale . 208 160.0 100.0 100

v

o A B E s., 2.3 U c. Chatacteristics, page 62, .

. b, The Censas data were adjusted to eliminate the 7. 6 per cent
-who=did niot report.their occupations. Census, Social and Economie
Chazactetistics, Table 60, paue 94. .

- i - 14 . -
.._‘\_.‘,‘;_‘.-_ T g \ L, ites P

‘Co Baeed on the first digit of the £eS.EeSe occupation code
lassification of non-entrants in Anguat 1962.
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lower skili 1evels than sbe male Lnemplcyed labor force. This is )

.- :“ ?.;_ shown in Table 6-7;. The expe:ienced sarkers in the samcle had invested :
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- \f' Ziese;es ‘theit time ptiot to training in learning a skill than eitﬁet

¢
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- the unemployed labor force taken as a whele or. the 10ﬁg-term uﬂemp;oyed

gt
i G

cla;ming exiended benefits. While 65.4 per cent*of the experiepced

gt

sample were either unskil;eﬂ or semt-skilled 54 per- cént of the ' -

¥

T, EQB.C;~c1a;mants and only 46.1 per ‘cent of the total experienced

V.»f..\
e,

'ﬁeie"heémpicyed were within these groupé.l Thus the training appears

Voo

tc have had the greatest abpeal for men who were just'entering the

labor force or for those experienced workers who were not highly skilled,

-

whereas the older, more highly skilled workers 4id not become eligible )

']

)
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. for the program.

! f; Income for the Year Preceding Training - Mzale
Finally, the men in the:sample had significantly lower incomes
in tke year preceding tréining (1961) than the Connecticut male unemployed

. ’”5 . labor force had in 1959. This is shown in Table C-8. Based on class

Py

. intexrvais, the difference in the median incomes for the two groups is

o $817, ehd_theﬁdifferénce in the mean incoﬁes, 3841;

" This is offset in part, hcwever, because the sample included -

- - ‘ . o - b s . -

f ] , ‘ only iacome earned from wages and 3a1aries whereas the Census data
include income from all sources. The largest_pxoportion ©£ other income

received by the workers studied was probably unemployment ccmpehsetion -

i -
AT S oA

Sp—

P
+

force. 1t iz quite pdssib e that in Norwich, the State Employment . l
Service had reclassified the workers between the:pericd sf the course
in late 1961 and August 1962 when the wecords were examined.

1. 'There was some variation between areas in the skiil levels of
the experienced sample. The unskilled and semi-gkilled formed 50 per
gent, 56 per cent, 68 per cemt, and 71 per cent in New Leadon, Ansonia,
Norwich, and Bridgeport, respactively.
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.. _TABLE C:8 -» Peicentdge Distribution of Men in the Sample & .-
‘ : by Earned Iuncome for the Iwelve Months Preceding
the. Beginning of Training and:cf the Unemployed o
Civilian Labor Force (Male), April 1960 in’ -
Connecticut by Total Income in 1252.2 .. -

roate

[N

N

>

b,

‘*
\

oy
2}
3
-
f -

Ty W
e

t
. -
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i) '
TR,

.o ) . . . . Unempleyed
Sample Do 1960 ‘ .-
Number Per Cent Cumulative  Per Cent Cumulative

i)
[y
'S

‘

P ]
1

K85

30 S 163 6.3 . 83 - 83

1 - 999 3 18.8 ) 3501 19-0 . 2703

N

1000 - 3999 16.3 -  SL.4 12,9, 40.2

i

I

2000 - .2999. 42 17.2 68.6  13.4 53.6

kg
4
<3
5—4;;%
=
.=
3t 2
§
o
£
‘5

{

3006 - 399 .4 16.2 . 8.9 14.8 - 68,4,

«

4000 - 4999 19 92,7 . 13.1 81.5

5000 and over 100.6 . 99.5

.

Median Income ~
based-on Class I :
Intervals - 31,514 ' $2,731

-
K

RN AR N o e ot P

Mean Income
based on Class
Ingervals

T
O

$3,081 °

T

",
Y

NE}

W

- .
- . "

- KO

$2,237°

. sty

ARG

; 'éa Census,‘Detéiled-Characteiisticé, Table 137, page-398.

. b, The true mean of the male sample was $2,113.71. The mean
incomes in the four areas were Bridgeport $1,834.39, Ansonia $2,462.04,
Norwich $2,427.48 and. New london $1,970.10.- Thus, the areas with the
highest unemployment also-had higher past incomesv :
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= ' t _hﬁﬂ‘ﬁtﬁer government aid. - Tﬂe'median amount received by the men in

'tho sampie‘zrom.these 0urces was $0 00. The»maan amount, based on

-~

5f the mean uuemplayme1t benefit is added

to mean ea.nlngs of the male sample, the new income ie $2626 or $455

. '; ' - O ‘class intervals was $289

S less than that of the ﬁnem@léyed pepulation in;1959.1 L .

Characteristidkfkssociated With Age -~ Female - ‘ ~

. R . The most significant characteristic of the women was their low

. invelvement if the labor force: 48 3 peyr cent of the women were not

in the labor force when they tock the aptltnde test for training, 33.3
per cent had not been in the labor force at any time during the 12 month

peried préceding training, 60 per cent had been in the labor force for

4o

-
\
LI

.

[t S YU,

legs than half of the same 12 month period, and 42.4 per cent had been

o
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in the labor force less than one half of the time since the end of the

retraining course. Alsc, the income earned by the women in the sample

Woge

was far below that of the unemployed female labor force and much more

gloéeiy approximated that of the women who were not in the civilian

- - - - . -

labor force (see Table C-9).

.t

That the course attracted women witﬁ low labor force attachment

; .is further illustrated by the fact that a significantly greater proportion
o - - ; _—

;y s of the wdmen in the sample were married and liyiﬁg with their husbands

>

. - ¥. The difference is slightly increased 1f account is taken
. - of the general rise in wages between 1959 and 1961, the vear

" S preceding training for most of the sample. If a 2 per cent adjust-
] - ment 1s made in the 1959 income, the income difference between the
& two groups rises to $516. , .
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Percentage: Pistribution of Women 14-and Over -~
by Earned Income for the 12 Months Preceding

. “Training ==:in the Sample, in the Unemployed

' Labor Force, and Not in the Labor Force.in 1960 -
by Total Income for 1959.2 :

i
L

k. . -2 ) - - ) gg
g . ; _ .- b t -in Labor é
. ] Income - - "Number Pexcent -~ Unemployed Force® ‘g
. . . §3
g ! , $6 . 32 58.2 17.1 62.6 g
(5 :}%:: : . = . ) - .
=N 1600 ~ 1999 ~ 8 14.6 21.1 7.0
7  2000.- 2999 - - 18.0 3.1
b . 3000 - 3999, - T - 10.8 1.6
R - 4000 - 4999 - - 3.9 0.8
B i - - 5000 and-over - . - - 1.5 1.7
5 —— =
By - Tetal 55 100.0 100.0 100.0
i -
o SR .~ Hean Based .
[ = . ~ or Classi : =
R - - -Intefrval's' $355 ’ §1571 3518 ’
' T a. Census, Detailed Chavacteristics, Table 137, page 398.
b See footnote I on page 128 for. comparability of data. The
median unemployment aid based on class intervals.was §0.00 and the
iean was §206 - . Tl e k2 s ,
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than was the case among thh female civilian labor force. (Cf. Table
C~IG). Since 3e¢eral of the singie girls and the widowed yamen were.
living with their ramliies and rﬂlylng chiefly on them four their support,
probébly:leéﬁ than 20 per cent Qf“the‘women in the sample'were primary
wage earners.I‘ ‘ | | | -
Finally, the eéud4tional aiéainmeﬁt of thé-wohen'in the sample
closely approximated the distribution of educa:ion among the female
popuia*ion of tue state over thirteen yéars of age. Although the sample )
'-13 more ce1trally clustered the median ages, bhased on class intervals,

arz not 31gn1ficant1y diffetent and are, in fact, almost identical

(see Table C;ll).

—~—

The findings leaﬁ'to,the conclusion that the women who became
eiigible for retrainiig and who were inciuded in the sample were more
represeﬁtative of the experienced female population who were nct im
the labor force than of the female unemployed labor force. Thus, prior
-1abor force gtétué seems, to be an important faétog in the determination

of which women become eligible for retraining.

Industrgz

The distribution v. workers. in the sample by the industries in

which they.wefg 1ast_gmél6§ed does not appear to vary appreciably from '

”

that of mémberp.of the indured unemployed and long-term unemployed labox

force (Table 0-12). There is some problem in making the comparison

" 1. The small absolute number of primary workers prevents an
estimate of the number of dependents for the women in the sample.

2 Industry will not be discussed for the women in the sample
because of thelr low labor force attachment. . Such an analysis would
not be meaningf.ul 8inc.e many of them had not worked for a number of
yea..aa.;, ’
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TABLE C;iO -- Percentage Distribution of Women for the Sample
: : and for the Civilian Labor Force in Connecticut .
t ' by Marital Status.? i
Sample Civilian
Marital Status Number Per Cent Labor Force (Per Cent)
Single 6 9.8 30.4
Maried (livicg 48 78.7 59.8
with Husband)
Other 1. 11.5 9.8 ,
- Total 61 100.0 100.0 .
TABLE C-11 -~ Percentage Distribution of Women for the Sample and
for the Pogulation in Connecticut by Educational !
Attainment
Number of -
Populati 1
Years of School Sample . ) Zopuiation it
Completed Number Per Cent . Cumulative Per Cent Cumulative .
less than 3 2 3.3 3.3 15.6 15.6
8 '8 13.1 16.4 17.4 33.0 |
9 7 11.5 27.9 8.0 41.0 -
10 17 27,9 55.8 8.6 49.6 X
k. 11 4 6.5 62.4 5.7 55.3 -
oF 12. . 21 3.4 . 96.8  29.1 86.4 1
b - Over 12 2 3.2 106.0 - 15.6 100.0 1
o . ,' ' T , g !
E Median based on class intervals  10.8 - 1.1 * !
a. éeﬁéns,”beiai;ég,ﬁﬂafécfefisiicéfﬂféile 137, page 398. ‘ é,jf
t. Census, Detailed Charscteristics, Table 103, page 202. ‘ i n
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the proportion of unemployed construction workers varies with the seasons
and this, in turn, affects the magnitudes of the éther percentages involved.
Thus, thé Census data taken in April while the construction workers were
still seasonally unemgloyed show a slightly lower level of unemployment
in manufacturing than the cther groups. If, however, the level of unem-
ployment among construction workers were brought down to 18 per cent,
there would no longer be a significant difference. Similarly, if the
level of unemployﬁent among construction workers in the data for the

* insfired unemployed was increased to 18 per cent, the decrease in the
proportion of workers in manufacturing and trads would lower their
percentage to a2 level almost identical to that of the sample.

Once the adjustments are made, it becomes evident that prior
industry attachment was not an important factor in determining retraining
eligibility. There was not a significantly higher proportion of workers
from a given industry ~ligible for retraining than there were workers

among the unemployed from that industry.

Unemployment Prior to Training

As was stated earlier, not all of the ssmpie were unemployed at
the time they applied for retraining. Approximately one third of the
workers were either employed (mainly the men) or not in the labor force
(mainly women) aF the time when they took the aptitude test for the re-
training. Of those wﬁrkers whe were unemployed, about one fourth had been
unenployad iess than one month, one half less than three months, three
quarters. 1.:: than six nonthn, and the temaining fourth for six months

or longer (See Table c-13).
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TABLE C-12 ~- Perecentage Distribution of Experienced Males in b
the Sampie,? Unemployed Labor Force, April 1260,
Regularly Insursd Unemglcyed, November 1961,
and T.E.U.C. Claimants™ in Connecticut by
Attachment 2o Selected Industries.
Industry Sample Unemployed  Insured T.E.U.C,
Attachment Number Per Cent April 1960 Unemployed . Claimants
Construction 23 17.7 8.0 11.6 16.3 :
Manufacturing 74 56.9 44,7 63.2 60.9 ;
Service 13 10.0 9.6 8.8 6.5 !
!
Trade 20 15.4 17.7 17.0 16.3 '
130 100.0 100.0 100.0 100.0
2
8. Data taken from C.S.E.S. thrree digit occupational codes as
of August 1962,
b. Census, Detailed Characteristics, Table 126, pp. 351-52. .
|
€. B.E.S., The Ingv+sd Unemployed, November 1961, p- A8. No
breadkown was made by sex so this figure gives the entire insured
unemployed, including women. This accounts for the nigher percentage
of service workers.
d. B.E.S., Family Charac:erist;cs, pPp. 52Z~53.
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TABLE C€-13 -~ Percentage Distribution of the Sample, Insured
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Unzmployad, November 1961, in Conmnscticut®
and Average Nacional Unemployed Labor Force
for 1961” by Duration of Unemployment
Number of
- Number of Hecks Sampie Weeks
Unemployed Number Per Cent Unemployed Sample Insured U.S.
1-2 21 9.4
3-4 36 16.1 1-4 2535 3000 3905
5-& 38 17.0
7=12 19 8.5 5-14 29.5 34.0 28.6
13-25 56 25.1
15 and over 45.0 36.0 31.9
26~-38 26 11.6
39-51 11 4.9
One year or 16 7.2
more —_
223 ° 100,0
Median based on
Class Intervals 11.8 weeks 10,9 weeks
Mean duration . 13.1 weeks®
a. Connecticut Labor Department, The Momthly Bulletin (December

1961Y, page i3.

b. Carol Kalish, ¢t al., "Labor Force and Employment in 1961,"
Special Labor Force Report No. 23, Bureau of Labor Statistics, page A4l.

. ¢« The mean durations of continuous unemployment for the arcas
were: Bridgeport 15.70 veeks, Ansopia machine 17.75 veeks, Norwich
9.52 veeks, New Londen 9.18 weaks and Ansonia sewing 8.86 weeks,
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The diatribution of the sample according to duration of
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